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THE “MEMPHIS” DECISION—WHERE DO 
WE GO FROM HERE? 


By Henry F. Lippitt, 2nd 


« » 


Duties of a Commissioner 
By the Honorable Ray E. Untereiner 


MO ne ae, sa tL a 


« » 


Nuclear Power Abroad in Mid-1958 
Part Il. 
By Herbert M. Bratter 





Packaged unit substations 
mean packaged individuality 


WHATEVER YOUR SYSTEM STANDARDS, a factory-built 
unit substation can be designed to meet them. Over 100 major 
electric utilities have found that versatile packaged units can 
match the special requirements of their individual systems 
better and more economically than conventional substations 
when all cost factors are considered. General Electric Com- 


pany, Schenectady 5, New York. 512-25 
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e70) 8 a eley-S 
TUCSON 


PORT WENTWORTH 


The C-E Unit shown at the right is now 
in service at the Port Wentworth Sta- 
tion. This boiler is of the radiant, 
reheat type with the reheater section 
located above the finishing stage of 
the superheater, directly over the 
furnace. An ec i tion is 
located below the primary super- 
heater surface in the rear pass, and 
a regenerative type air heater fol- 
lows the economizer surface. Steam 
is produced at 1450 psig and at a 
temperature of 1000F, reheated to 
1000F. The unit is pulverized coal 
fired using bowl mills and tilting, tan- 
gential burners. Oil and/or natural 
gas may also be used if desired. 
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hit Nc. 1 of Savannah Electric & Power Company’s 
w Port Wentworth Station is now in operation. The 
dition of this plant to the Savanriah system com- 
tes a fivefold expansion of the Company’s capacity 
er the past ten years. This exceptional growth 
Presents a triumph in management and service in 
e extraordinary expansion in industrial and 
ial requirements. Stone and Webster Engi- 
Corporation was the consulting engineer for 
’ plant on the Savannah River. The initial unit 
me plate rating of 44,000 kw with a capability 
350,009 kw, and station design permits eventual 
eansicn to 500,000 kw. 
Port Wentworth No. 1 is distinguished by the use 
J4tehest turbine generator, the first such application 


Service 


for a rated capacity under 50,000 kw. It is also the first 
unit of its size ever installed for steam conditions of 
1450 psi, 1000F, 1000F reheat. The primary fuel is 
pulverized coal, with heavy oil as a standby. This is 
an innovation in the Savannah area, where coal is not 
generally used as an industrial fuel. The first unit is 
expected to operate at full load with a station heat 
rate of 10,000 Btu per kwh, making it the most effi- 
cient condensing, extracting steam electric plant of its 
size in the United States. 

This new unit is served by a C-E Radiant Reheat 
Boiler of 375,000 pounds per hour capacity. A cross- 
sectional elevation and a brief description of this 
boiler appear on the opposite page. 


COMBUSTION ENGINEERING 


Combustion Engineering Building * 200 Madison Avenue, New York 16, N.Y. 


C-166 


EQUIPMENT; NUCLEAR REACTORS; 
PRESSURE VESSELS; SC 








UDGING by the impressive briefs filed 
by the Federal Power Commission and 
other parties to the so-called ‘Memphis’ 
decision, including a number of amici 
curiac, the U. S. Supreme Court seems 
headed for a full-dress review of this com- 
plex and controversial interstate gas rate 
decision. It does not always follow, of 
course, that the highest court will take the 
litigation as seriously as the interested 
parties. But in this case we must remember 
that the court itself refused to be rushed 
last spring when the Solicitor General, 
Lee Rankin, asked for a prompt hearing 
and disposition of the case. 


IF the preliminary attitude of the Su- 
preme Court can be construed to mean 
anything particular, this would seem to 
indicate that the court does take the matter 
quite seriously. This was the decision, an- 
nounced by the U. S. circuit court of ap- 
peals for the District of Columbia circuit 
last December, which, according to some 
observers, knocked the automatic rate in- 
crease provision right out of the Natural 
Gas Act for practical purposes. There are 
those who think otherwise. And that is 
one of the main reasons for the fluttering 
in legal circles. 


But there were a number of points in- 
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HENRY F. LIPPITT, 2ND 





RAY E. UNTEREINER 


volved in this multifacet appeal by the 
city of Memphis from an attempt by a 
natural gas pipeline company to file a rate 
increase under § 4 of the Natural Gas Act 
pursuant to indefinite advance terms of a 
contract with its distributing customers. 
It will be recalled that the circuit court of 
appeals held, in effect, that such automatic 
rate increases could not be accomplished 
by the unilateral action of the pipeline 
company in simply filing the proposed in- 
creased rates with the Federal Power 
Commission. Under that procedure, which 
previously had been followed for many 
years by the FPC, the pipeline company 
could have collected the increase under 
bond after five months unless the commis- 
sion determined otherwise on the merits 
of the case. 


THE only way, the appeals court ruled, 
for such unilateral rate increases to be- 
come effective would be for the pipeline 
company to secure in advance the consent 
of its contract customers for the proposed 
new rates—not merely their consent to 
the filing of proposed increased rates. 


i ew case has more than procedural re- 
percussions inasmuch as the only 
other provision of the Natural Gas Act 
for changing the rate is § 5 (obviously 
designed for rate reductions rather than 
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New Dodge Tradesman—a pick-up with side lockers. 


Here’s what a leading automotive magazine 
reports about fuel economy— 
in the 3 low-priced trucks 


e best way to compare products is to test them 
broughly. That’s exactly what a leading auto- 
tive magazine’s test drivers did with all three 
-priced pick-up trucks. The results are revealed 
a recent issue. One important result was that the 
bdge \’-8, even with its extra power, gave better 
B mileage than the other two V-8’s tested. 


re ars some of the statements reported in this 
azine about the Dodge Power Giant pick-up: 


rstir economy! The magazine reports on over- 
gas ‘aileage, “‘In spite of the lowest gear, 4.11, 
d the largest displacement engine, the Dodge 
bved io be the most miserly, averaging 13.5 mpg.” 


First in payload! The article says, ‘All test 
drivers agreed that the Dodge was the best equipped 
of the three when it came to carrying a good load.” 


First in power! The magazine states, “. . . the 
Dodge had quite a hill climbing advantage over the 
other trucks.” 


First in styling! No mention of styling was made 
in the magazine’s report, since it was a performance 
test. We’ll leave that comparison to you—confident 
that you’ll rate Dodge number one. 

Make your own test of the four-way leader of the 
low-priced three, at your Dodge dealer’s. Do it soon, 
and get his special 40th-Anniversary deal! 


Way leaders of the low-priced 3 il >I @) wl ©) =e mere CTL 





PAGES WITH THE EDITORS (Continued) 


HERBERT M. BRATTER 


rate increases). Some pipeline companies 
felt that the FPC was being hamstrung. 
Yet Congress, probably nettled by the re- 
peated failures of the so-called gas pro- 
ducer exemption amendments, did not act 
or even consider any corrective legislation. 
More than that, no major bill on the sub- 
ject was even introduced. The obvious 
“out” for Congress was to point to the 
pending appeal to the U. S. Supreme Court 
from the circuit court’s decision, with the 
implied explanation, “Let’s wait and see 
what happens.” 


js E leading article in this issue takes up 
the more urgent question of what the 
gas industry can expect as a result of the 
Memphis decision. The highest court has 
agreed to review the case in its own good 
time. And as such matters go, that would 
ordinarily mean no final decision before 
next winter. The 85th Congress has ad- 
journed, sine die, so no corrective legisla- 
tion could even be introduced until the new 
Congress meets next January. What can 
be done procedurally or otherwise by the 
Federal Power Commission, the pipeline 
companies, and the distributors to live 
with the decision during the interim? 


Henry F. Lippitt, 2nd, author of 
this article on “where do we go from 
here”? is a Californian now practicing in 
Los Angeles as counsel for the Southern 
California Gas Company. The viewpoints 
expressed in this article, of course, are his 
own and are not to be otherwise attrib- 


uied. Lippitt is a graduate of the Massa- 
chusetts Institute of Technology (’36, 
business and engineering administration ) 
and Harvard Law School (’42). During 
World War II he did double duty as a 
priorities specialist in the power division 
of the old War Production Board, and 
later served as a Navy officer. He was 
formerly the secretary of the Section of 
Public Utility Law of the American Bar 
Association. 


* Ok * Ox 


i per article on the duties of a commis- 
sioner, beginning on page 304 of this 
issue, is a restatement in article form of 
a more extensive address given to the 
Mountain-Pacific States Conference of 
Public Service Commissions in Portland, 
Oregon, last June, by the HONORABLE 
Ray E. UNTEREINER of the California 
Public Utilities Commission. He is another 
native Californian (born in Redlands in 
1898) who graduated from Harvard 
(MA, ’21). COMMISSIONER UNTEREINER 
also has degrees from the University of 
Redlands (AB, ’20), Mayo College of 
Law (JD, ’25), and Northwestern Uni- 
versity (PhD, ’32). He was professor of 
history and economics with the California 
Institute of Technology for many years. 
He was also an economist for the National 
Association of Manufacturers and the 
American Enterprise Forum of the Los 
Angeles Chamber of Commerce. He has 
been a member of the California Public 
Utilities Commission since 1954. 


* *k * * 


W: conclude in this issue (page 316) 
the two-part article on nuclear power 
abroad by HerBerT M. BratrTer, Wash- 
ington economist and business author. In 
this second part Mr. BRATTER discusses 
the United States government’s relation- 
ship with nuclear power plant development 
in France, Italy, Brazil, and Japan, in- 
cluding specific new programs for financ- 
ing such plants. 


THE next number of this magazine will 
be out September 11th. 


, a 
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In 1953 Pioneer joined with other groups, all report- 

ing to the Atomic Energy Commission, for constant 

study of atomic energy application. Today Pioneer 
is qualified as a consultant to industry in the 
application of atomic reactor systems to the gener- 
ation of electric power. Presently, Pioneer is acting 
as architect-engineer and supervisor of construc- 

tion of the 66,000 kw commercial atomic power 

plant shown here. Allis-Chalmers Mfg. Co. is ‘the 
prime contractor. Scheduled for 1962 completion, 
the plant, for the Northern States Power Co., will 
be known as the ‘Pathfinder’. 


Organized as Central Utilities Atomic Power Asso- 
ciates, these utilities will share in the research and 
development costs: Northern States Power Co., 
Central Electric and Gas Co., Interstate Power Co., 
lowa Power and Light Co., lowa Southern Utilities 
Co., Madison Gas and Electric Co., Mississippi Val- 
ley Public Service Co., Northwestern Public Serv- 
ice Co., Ottertail Power Co., St. Joseph Light and 
Power Co., Wisconsin Public Service Corp. PIONEER 


SERVICE & ENGINEERING CO., 231 South La Salle 
Street, Chicago, Illinois. 


PIONEERING 
new HORIZONS 
In POWER 


ATOMIC 
ROGRESS 


Pioneer Service 
& Engineering Go. 


231 South La Salle Street, 
Chicago, lilinois 


_ On your letterhead, write 

for 40-page booklet, ‘‘Pioneering 
New Horizons in Power”’. 

Describes, illustrates Pioneer’s 

engineering services, and 

corporate services, from 

financing to operation. 
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Sketch of ‘‘Pathfinder’’ 


con: mercial atomic power plant 
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Coming IN THE NEXT ISSUE 


(September 11, 1958, issue ) 
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INSTITUTIONAL HOLDINGS OF UTILITY SECURITIES 


Public utility securities have become such a prime choice of insurance companies and 
other institutional investors that Wall Street operators have learned to follow such 
investment operations. Syndicates, formed to bid competitively on bonds and preferred 
stocks, realize the great weight given to the opinion of the so-called "Big Five’ and = 
other leading insurance companies. In this article, Owen Ely, our financial editor, has | 
brought together the 1957 figures on institutional holdings in public utility securities. 
lt reveals a number of interesting facts and trends even to seasoned financial people. 
The relative investment in common stock as distinguished from senior securities, for 
example, is treated. The distribution of assets of U. S. life insurance companies in all 
forms of securities is traced all the way back to 1917, both in dollars and percentage- be, 
wise. This author also checks up on the fairly large stockholders of charitable and ed- 














ucational foundations. 






















CO-OPERATION IN POWER 


This author, Stan Reed, industrial editor of the Seattle Post-Intelligencer, has brought 
a working journalist's background to the task of considering the importance of a unique 
partnership being worked out in the Pacific Northwest between so-called ''public'’ and 
private’ interests. He uses these terms in their popular significance; namely, ''public 
power’ for electric utility supply by government agencies, and ‘'private power'' for 
the service of investor-owned utility companies. The main point of his discussion is 
the Puget Sound Utilities Council, formed in 1954 by former rivals in this field of public | 
service. He explains the organization and operation of this group and its success in ( 
bridging the chasm of regional hostility which previously existed. ( 


ARE THEY EGGING YOU ON TO BECOME A WRITER? ( 
For some time junior and cadet engineers in the utility business and in other industries é 
as well have been warned about the importance of writing accurate, intelligent, 
and persuasive reports. Inasmuch as the formal training of some young engineers may 


have stressed engineering at the expense of literature and other courses which might 
assist in better writing, some companies have endeavored to supplement what may 
have been lacking or overlooked in the engineer's formal academic training. James H. 
Collins, well-known writer of articles about business, now living in Washington, D. C.., 
has checked into this interesting development and its impact on the technical people 
supposed to be benefited thereby. Is it a good idea and is it working out? 
















* 


Al SO... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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, rate structures are the ‘chicken or the egg’ in future planning, a first and basic 
requirement is accurate, continuing monthly analyses of present billing. 
Any workable formula for projection of future operations and their capital require- 
ments, must in some measure be based upon what is happening now. 
R & S can produce these analyses quickly and economically by its “One Step 
Method of Bill Analysis’’ on the exclusive ma- 
chine of its invention shown below. Important 
too, is our 20 year record of serving hundreds 
of companies, who have found R & S analyses 
enjoy considerable prestige with rate commis- 
sions. A further advantage is, all the analyses are 
done in our office, your personnel and equipment 
are not involved. 
As an aid in your future planning send 
for the booklet describing the “One Step Method 
of Bill Analysis’—a request to Dept. P-2 will 


RECORDING & 
STATISTICAL CORP. 


: 100 SIXTH AVENUE 
GA TION-WIDE SERVICE eo 






CEaukeble Cee 


“There never was in the world two opinions alike.” 


EDITORIAL STATEMENT 
The Wall Street Journal. 


Patrick B. McGINNIS 
President, Boston & Maine 


Railroad. 


LEARNED HAND 
Former judge, United States 
Court of Appeals. 


Jervis LANGDON, JR. 
General counsel, Baltimore 
& Ohio Railroad. 


FRIEDRICH HAYEK 


Economist and author, University 
of Chicago. 
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“Legislative activity by itself is nothing to be proud 
of ; sometimes inactivity is far more in the public inter- 
est. So far, at any rate, Congress has not even tackled 
the nation’s economic problems. It has bypassed them 
by heading down the ancient, easy, and slippery road of 
government extravagance.” 


» 


“The root of our particular trouble . . . started when 
railroads came under Interstate Commerce Commission 
regulation. It has taken firmer roots with state public 
service commission control and with local taxation—just 
because we were big and handy—and with presidential 
fact-finding wage boards that grant increases irrespec- 
tive of our earning capacity.” 


¥ 


“Tf we do need a third chamber it should appear for 
what it is, and not as the interpreter of inscrutable prin- 
ciples. It would be most irksome to be ruled by a bevy 
of Platonic Guardians, even if I knew how to select 
them, which I assuredly do not. If they were in charge 
I should miss the stimulus of living in a society where 
I have, at least theoretically, some part in the direction 
of public affairs.” 

> 


|, for one, have never shared the views of those who 
believed that the troubles of the railroad industry can 
be importantly attributed to a regulatory strait jacket. 
In our country the performance of public services is 
regulated by the public, and this is done in lieu of public 
ownership and operation. The railroads of course must 
accept this, and they do. Their only just complaint is 
against unequal regulation, particularly as it may con- 
cern their competitors. These inequalities, if they are 
real, will in time be worked out.” 


* 


“Man’s continued success may well depend on his 
deliberately refraining from exercising controls now in 
his power. In the past the spontaneous forces of growth 
sooner or later asserted themselves even against the or- 
ganized coercion of the state. With the technological 
means of control now at the disposal of the government 
it is no longer certain that this assertion is possible ; it 
may at least soon be impossible. The necessity of cul- 
tivating individual freedom as a deliberate aim of policy, 
rather than treating it as something which has to be 
tolerated because it cannot be prevented, has become 
greater than ever. We are not far from the point at 
which the deliberately organized forces of civilization 
may snuff out those spontaneous forces upon which all 
advance depends.” 
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FR ou have a cable problem... 


—and want Kerite insulation for a special application 
or unusual condition, you have only to lift the 
phone. Kerite specialists can show you cables for 
a wide variety of end uses and conditions. 

Each consbines Kerite insulation with outer cover- 
ings of the most advanced material and engineering. 
Each provides maximum service reliability and 


KERITE 


Lo the KERITE That makes The ay fenence_ 


economy. And each has been proved on actual jobs. 
As cable experts will confirm, no other cable can 
match this record of performance. We believe you 
will be impressed by the evidence. 
Our headquarters is at 30 Church St., New York 7. 
Branches are in Ardmore, Pa., Boston, Cleveland, 
Chicago, Houston, San Francisco, Glendale, Cal. 
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AN INFORMATIONAL PROGRAM FOR UTILITY EMPLOYEES 






The P.U.R. Guide 


& 





> A new and different approach to the educational needs of utility employees — called 
THE P.U.R. GUIDE — is now being used by many companies. Somewhat descriptively, 
the GUIDE is referred to as “a journey of understanding.” It takes the user through the 
economics of public utilities and through many other non-technical phases of utility op- 
eration. It was organized by and is issued under the general supervision of an experienced 


staff of specialists. 


»> THE P.U.R. GUIDE program is a systematically and consecutively arranged series of 
weekly lessons, in pamphlet form, offering a simplified, progressive, step-by-step story 
about the nature of the utility business, its important place in the American economy, the 
present conditions under which it is conducted, its day-to-day objectives and responsibili- 
ties, the existing problems with which it is confronted and other current subjects arising 
in connection with organization, financing, management, operation and regulation. This pro- 
gram adds guidance to experience in the development of the “management team.” 
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Features of THE P.U.R. GUIDE 


50 issues of 8 pages (one each week) 

Certificate of satisfactory completion 

Glossary of words and terms and complete index 
Ring binder embossed with enrollee’s name 
Leader’s Manual for group discussion 

Occasional reprints from Public Utilities Fortnightly 


Enrollments on company order only 


Comments about THE P.U.R. GUIDE 


One of the best educational programs we have had in 
years. 
Division Manager 


We all feel that this is a program that is needed in 
the public utility industry. 
Vice President 


I know of no better source for obtaining information 
it contains. 
District Manager 


I am sure that this new publication will prove of 
great value in the training of our younger personnel. 
President 


All of the men are interested and believe the studies 
to be quite worthwhile to them. ; 
Division Manager 


I am sure the total series of 52 will prove of inesti- 
mable value to the utility industry. 
Vice President & General Manager 


I would like to have received it twenty years ago. 
Division Manager 


We feel that THE P.U.R. GUIDE training program 


is being well received. im) , 
Training Coordinator 


I find the material very interesting and instructive. 
Division Manzget 


We are pleased we have had an opportunity to « ffer 
the course to our management people. 
Employee Relations Departrient 


Those in charge of employee education or training may obtain further information from: 


PUBLIC UTILITIES REPORTS, INC., Publishers 


332 Pennsylvania Building 


« Washington 4, D. C. 
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ENRICO FERMI ATOMIC POWER PLANT 


100,000 Kw Capacity 
Under Construction Near Monroe, Michigan 
by 
POWER REACTOR DEVELOPMENT COMPANY 
and 
THE DETROIT EDISON COMPANY 
°° @e 
COMMONWEALTH ASSOCIATES INC. 
Architect-Engineer for the Reactor Plant 








COMMONWEALTH SERVICES INC. 


New York, N.Y. Jackson, Mich. Washington, D.C. Houston, Tex. 


300 PARK AVENUE, NEW YORK 22, NEW YORK 


COMMONWEALTH ASSOCIATES INC. 
JACKSON, MICHIGAN 
The Commonwealth Professional Engineering Organization 























"inom PROCEEDINGS 
, 1957 CONVENTION 


AT MEMPHIS, TENNESSEE 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 











THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 


Rates of Public Utilities and Transportation Agencies, Depreciation, Valuation, Railroad 
Passenger Deficit and Regulation of Public Utilities, Panel discussions on the subjects 
of “Current Trends in Airline Regulation,” “Current Surface Transportation Problems," 
and “Nuclear Energy in the Electric Industry." 


Price $10.00 — 644 Pages 





OTHER PUBLICATIONS OF THE ASSOCIATION 
1957—Uniform System of Accounts for Water Utilities 
For the purpose of applying the 1957 Revised System of Accounts for Water Utilities 
prescribed by State Commissions, the new editions have been printed in three (3) 
volumes: 


Class A & B — 128 pages 
Accounts for utilities having annual water operating revenues of $250,000 or more.... $4.50 


Class C — 100 pages 


Accounts for utilities having annual water operating revenues of $50,000 or more and 


cok | SSP aR Stoel ieee ire ne ener pe eines | eer inet ere 3.50 
Class D — 64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000.... 2.00 


Local Service Telephone Rates (Revised 1957) 
An excellent compilation of rates prepared by NARUC Subcommittee on “exchange rates" 
for all exchanges of Bell System, the rates of cities of 50,000 population or more for Bell and 
Independent exchanges, and tabulation of above exchanges which had ten cent coin tele- 
eS TD BABE IO UNO TSO ENON ao. oie ccc ace seca. acm oes sebtescessceieavaces 2.00 


Telephone Separations Manual (Revised 1957) 
Includes the 1952 addendum, the so-called Charleston Plan and the 1956 addendum, the 
Coe oy boa Pan 8 SS RS SI a ee haere ae ee re 2.00 


Depreciation: 
1943—1944 Reports of Committee on Depreciation. A comprehensive and complete analysis 
of the problems of depreciation on public utility regulation. 326 pages, paper bound.. 4.50 


1946—Methods of Pricing Retirements from Group Property Accounts.................. 1.25 
1948—Letter Symbols for Mathematics of Depreciation....................... sei nicmats 1.00 
1948—Half Cycle Methods of Estimating Service Life..................... 0c cece eeeeee 1.00 
1950—Remaining Life Basis of Accounting for Depreciation...................0..ee000s 50 
1955—Report of Committee on Depreciation (Discussion of Liberalized Depreciation under 
NGRETENI OVENS RSOUD IO! TIDND a3. csi ic. ovis oa iesas vic bess es eaWledeue sabe susees 1.25 
1956—Report of Committee on Depreciation (Depreciation Rates for Electric Utilities).. 1.00 


(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
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Thursday—28 


Rocky Mountain Electrical 

League will hold fall con- 

vention, Moran, Wyo. Sept. 
1/-17. Advance notice. 


Friday—29 


American Bar Association 
ends five-day annual meet- 
ing, los Angeles, Cal. 


Saturday—30 


Instrument Society of 

America will hold annual 

instrument and automation 

conference and_ exhibit, 

Philadelphia, Pa. Sept. 15- 
19, Advance notice. 


Sunday—31 


World Power Conference 
will hold international con- 
gress on large dams, New 
York, N. Y. Sept. 15-20. 
Advance notice. 





SEPTEMBER 
Monday—1 


International Conference on 

Peaceful Uses of Atomic 

Energy begins, Geneva, 
Switserland. 


Tuesday—2 


Pennsylvania Electric Asso- 
ciation will hold annual 
meeting, Pittsburgh, Pa. 
Sept. 17, 18. Advance notice. 


Wednesday—3 


Pacific Coast Gas Associa- 
tion begins annual conven- 
tion, Portland, Ore. 


Thursday—4 


Southeastern Gas Associa- 

tion will hold annual meet- 

ing, Raleigh, N. C. Sept. 
17-19. Advance notice. 





Friday—5 


New Jersey Gas Associa- 


Saturday—6 


Texas AP Broadcasters 


Sunday—7 


World Power Conference, 


Monday—8 


American Water Works 


tion begins annual meeting, Association ends two-day Canadian Section, begins Association, Michigan Sec- 
Spring Lake, N. J. meeting, Waco, Tex. meeting, Montreal, Quebec, tion, begins annual meeting, 
Canada. Grand Rapids, Mich. 
3 
—— 





Tuesday—9 


Mi-igan Independent Tele- 
phe oe Association begins 
ann al convention, Grand 


Rapids, Mich. 





Wednesday—10 


Northwest Public Power 
Association, Inc., Power 
Use Section, begins annual 
meeting, Nanaimo, British 
Columbia, Canada. 





Thursday—11 


New England Gas Associa- 
tion begins safety confer- 
ence, Boston, Mass. 





Friday—12 


Maryland Utilities Associa- 
tion begins fall conference, 
Virginia Beach, Va. 
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Courtesy, Northern Natural Gas Company 


Awaiting a Gasser 


Eyes skyward, a rigger watches progress of a drilling rig. 
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The “Memphis” Decision- Where 
Do We Go from Herer 


A new series of complications has arisen for the gas industry as 
a result of the U. S. circuit court of appeals decision (District of 
Columbia) in the so-called “Memphis case,” which prevents pipe- 
line companies from increasing rates by filing with the FPC unless 
distributing customers agree to the increase. With a further appeal 
to the U. S. Supreme Court held over at least until next fall, and 
the uncertainty of congressional action, if any, the gas industry's 
worries about what to do as a result of the Memphis decision are 
many and vexing. 


By HENRY F. LIPPITT, 2np* 


opay, the Memphis’ decision is per- 
haps the “hottest” topic for conver- 
sation in the natural gas field—since 
the likelihood of Congress’ passage of the 
Harris-O’Hara Bill has waned with the 





*Attorney, Southern California Gas Company, 
Los Angeles, California. For additional personal 
note, see “Pages with the Editors.” (Opinion ex- 
pressed, however, is that of the author only.) 

1 Memphis Light, Gas & Water Div. v. Federal 
Power Commission, 21 PUR3d 209, 250 F2d 402. 





passing days of the 85th Congress. What 
is the Memphis decision? What is the im- 
pact of the decision on the industry ? What 
is the impact on natural gas distribution 
utilities and their out-of-state suppliers? 
What are the industry’s plans to meet the 
Memphis “menace”? What are the indus- 
try’s future rate-making prospects in the 
light of those plans? 
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What Is the Memphis Decision? 


A’ everyone knows the Memphis de- 

cision arose from a rate dispute be- 
tween United Gas Pipe Line Company 
and one of its customers. In so doing, 
however, it did not arise full blown but 
evolved as an aftermath of the Supreme 
Court’s prior decision in the Mobile 
case.” 

Hard cases make bad law—and the 
Mobile case was one of these—based on 
one of United’s contracts with its cus- 
tomer, Mobile Gas Service Corporation 
(serving generally the area around the 
city of Mobile, Alabama). In 1946 Mo- 
bile entered into a contract with one of tts 
customers, Ideal Cement Company, for 
a 10-year period at 12 cents per Mcf. 
Mobile’s contract with United provided 
for a specific price of 90 per cent of the 
resale price—or about 10.7 cents per Mcf, 
giving Mobile a 1.3-cent per Mcf spread 
for delivering United’s gas through Mo- 
bile’s system to Ideal. The specific rate 
contract between United and Mobile was 
filed with, and accepted by, the Federal 
Power Commission. 

In 1953, while United’s specific 10.7- 
cent contract with Mobile still had three 
years to run, United sought to file a uni- 
lateral rate increase with the Federal Pow- 
er Commission increasing its rate to Mo- 
bile to 14.5 cents per Mcf. The effect of 
such a unilateral filing—in contravention 
of the specific.10.7-cent per Mcf rate in 
United’s filed contract—would, of course, 
have been to wipe out Mobile’s 1.3-cent 
per Mcf margin of profit entirely, and re- 
quire Mobile instead to absorb a 2$ cents 
per Mcf or $240,000 out-of-pocket loss 
on the gas which Mobile resold to Ideal. 

2 United Gas Pipe Line Co. v. Mobile Gas Service 
Corp. (1956) 350 US 332, 12 PUR3d 112. 
AUGUST 28, 1958 


HE Federal Power Commission per- 

mitted the United rate increase to be 
made effective, justifying its position by 
saying that “contract rights must yield to 
the public welfare.” The court of appeals 
for the third circuit (Philadelphia) re- 
versed, and in February, 1956, the Su- 
preme Court affirmed that reversal saying 
that the Natural Gas Act “evinces no pur- 
pose to abrogate private rate contracts as 
such” and that “the act expressly recog- 
nizes that rates to particular customers 
may be set by individual contracts.”’ Under 
the circumstances the inequities in reach- 
ing any other result were apparent. 

A similar case in the electric field in- 
volving Sierra Pacific Power Company 
and Pacific Gas and Electric Company was 
decided about the same time.® Since, at 
least in the natural gas field, only a few 
pipelines (principally United) still sold 
gas pursuant to long-term specific rate 
contracts, the decision, while surprising to 
many, did not have very widespread im- 
pact. Most natural gas sold by long-dis- 
tance natural gas transmission companies 
was sold pursuant to tariffs providing for 
superseding rate schedules. The stage was 
thus, however, set for Memphis. 

By the time United’s next rate increase 
was filed, United had—in line with the 
rest of the industry—converted to a tariff 
and “‘superseding” rate schedule basis. Ac- 
cordingly, on September 30, 1955, United 
filed with the Federal Power Commission 
certain revised tariff sheets (“supersed- 
ing” rate schedules) providing for an in- 
crease from 75 cents per Mcf demand and 
10 cents per Mcf commodity to $1.10 
per Mcf demand and 10} cents per Mcf 
commodity. This increase was applicable 


8 Federal Power Commission v. Sierra Pacific 
Power Co. (1956) 350 US 348, 12 PUR3d 122. 
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to United’s sales to Texas Gas Trans- 
mission Corporation which in turn sold to 
the Memphis Light, Gas, and Water Di- 
vision operated by the city of Memphis, 
Tennessee. Memphis protested, citing 
Mobile, and the Federal Power Commis- 
sion, after balancing the “hot potato” for 
some period of time, finally permitted the 
rate to become effective subject to refund, 
but over Memphis’ protests. Memphis 
promptly appealed the commission’s deci- 
sion in this regard to the court of appeals 
for the District of Columbia. 


” the court of appeals Memphis argued 

that if, in accordance with principles 
laid down by the Supreme Court in Mo- 
bile, the purpose of the Natural Gas Act 
was to uphold contracts, rather than break 
them, then filed rate increases were only 
“rate increase proposals” which the com- 
mission could only accept for filing if the 
pipeline’s customers specifically agreed to 
such a filing. The Federal Power Com- 
mission, as it had in Mobile, strongly re- 
sisted such an argument, pointing out that 
—contrary to Mobile, which reached only 
a limited number of specific price rate 
schedules—the use of tariffs similar to 
those adopted by United Gas Pipe Line 


q 


e 


Company was widespread in the industry. 
The court of appeals, however, gave scant 
heed to this argument, saying: 


. .. The notice contemplated by §4(d) 
is notice of the fact that the contracting 
parties have reformed their contract: 
that the seller has offered, and the buyer 
has agreed to, a particular new price to 
be effective no less than thirty days 
after the commission is notified of the 
change. 350 US at pp. 339, 340, 
12 PUR3d at pp. 116, 117. It is only at 
this point—after the parties have 
negotiated privately a new price term— 
that the commission, under §4(d) and 
(e), in any way becomes involved with 
the rate-changing process. Nothing in 
§4(e) gives the commission authority 
to assist the parties in negotiating a new 
price term. 


The court went on to say: 


Under the rule in Mobile, for the 
commission to review rates under the 
more expeditious procedure of §4(e), 
the seller must bring to the commission 
a negotiated agreement. And that agree- 
ment to the new rate must be as specific 
in its terms as was the previous con- 
tractual agreement to the rate schedule 


“.. there is the substantial possibility that the Memphis de- 
cision may be reversed by the Supreme Court. Certainly it 
represents a substantial departure from the industry's past 


thinking and MODUS OPERANDI. The Supreme Court is not in- 
sensitive to its possible economic impact. There is, therefore, 
a substantial chance—though certainly not more than 50-50 
—that the Supreme Court will reverse Memphis, and the decks 
will be clear for future action. In the meantime, the natural 
gas transmission pipeline segment of the industry will have 
had the necessary opportunity of re-examining its customer 


and local relationships.” 
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sought to be superseded. See 18 CFR 
Part 154. If such a new rate schedule 
has been properly agreed upon and is 
filed pursuant to §4(d), the Federal 
Power Commission may then under 
§4(e) undertake to review the new 
rate by ordering a hearing on the “law- 
fulness” of the new rate filing; and the 
commission may suspend temporarily 
the nonindustrial part of the new 
rate... 


Based on this analysis the court then 
rejected United’s rate filing, pointing out 
that no such consents had been filed by 
United. The court further directed the 
Federal Power Commission “to reject the 
schedules filed by United and to initiate 
such proceedings as may be necessary to 
secure refunds of the incremental amounts 
paid to United since the time that those 
schedules were erroneously allowed to be- 
come effective.” 


The dam broke shortly thereafter. 


The Legal Aftermath of Memphis 


AS soon as the Memphis decision be- 

came known the industry began to 
assess its importance, recognizing its 
widespread impact, since most pipeline 
company tariffs contained a variant of the 
language in United’s. Within a few weeks 
it was determined that a speedy review 
of the court’s decision by the Supreme 
Court would be requested. On December 
31, 1957, the Federal Power Commission 
filed its petition for a writ of certiorari 
with the Supreme Court, saying: 


The decision of the court below— 
based, we submit, upon an unwarranted 
expansion of this court’s decision in 
United Gas Pipe Line Co. v. Mobile Gas 
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Service Corp. 350 US 332—upsets the 
Federal Power Commission’s and the 
natural gas industry’s long-standing 
construction of § 4 of the Natural 
Gas Act, and the general use of service- 
agreements-plus-tariffs of the type in- 
volved in this case. If allowed to stand, 
the ruling will undo years of work in 
the rate review field; will place an in- 
tolerable burden upon the commission 
to initiate and terminate expeditiously 
§ 5(a) proceedings to alleviate to some 
extent the resulting damage which will 
be done to the gas industry; will ad- 
versely affect all pipeline companies 
which have recently received or have 
pending rate increases under §§ 4(d) 
and 4(e); and will tend seriously to 
impair the financial ability of such 
companies effectively to serve both 
the consuming and producing ends of 
the natural gas industry. On the other 
hand, the position for which we contend 
will have none of these harmful con- 
sequences, and at the same time will be 
fair and just to the consumer of nat- 
ural gas. Such a situation—particularly 
since it stems from a gravely erroneous 
interpretation of a recent decision of 
this court—urgently calls for review 
here. 


These arguments were reiterated in the 
reply memorandum filed by the commis- 
sion later in January—the commission 
attaching thereto its Opinion No. 308, 
issued January 24, 1958, 21 PUR 3d 453, 
denying motions to dismiss El Paso’s in- 
crease effective January 1, 1958, saying 
this opinion represented “the official view 
of the commission on this matter.” 

On February 3, 1958, the Supreme 
Court granted certiorari and accepted the 
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The Impact of the Memphis Decision 


“|. . distribution utilities, such as Pacific Gas and Electric Company, 
Long Island Lighting Company, and others buying large quantities of 
gas chose to ignore any impact of Memphis in at least the bond pro- 


spectus which they issued to the public. For the most part there is little 

or no DIRECT effect on most natural gas distribution companies in so far 

as rates are concerned. The effect is on the rate increases requested by 

out-of-state natural gas transmission pipeline suppliers, particularly as 

applied to rate increases now being collected pursuant to Federal Power 
Commission order.” 





case for review. On March 3, 1958, how- 
ever, the court denied the Solicitor Gen- 
eral’s motion to advance oral argument 
so that the case would be heard in the 
1957-58 term of court ending in June. 
Accordingly, the Solicitor General’s brief 
was due in July, answering briefs within 
a month thereafter, and reply briefs 
following. 

The case will therefore probably be 
argued when the court reconvenes in Oc- 
tober, with the earliest decision possible 
just before Christmas, but more likely 
early in 1959. 





Consumer Action Based on Memphis 


_ two weeks after the Memphis 
decision was announced, state com- 
mission and other consumer representa- 
tives began to use the Memphis decision 
as a basis for setting aside pending and 
prospective rate increases before the Fed- 
eral Power Commission. In the Colorado 
Interstate case, counsel for the city and 
county of Denver sought to invoke the 
doctrine. In the Pacific Northwest case, 
counsel representing the attorney general 
for the state of Washington also sought 
the same objective. Others have since fol- 
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lowed in the Northern Natural, Texas 
Eastern, and other pending cases. 

In California, the California Public 
Utilities Commission in the early part of 
December, 1957, issued letters to the Cali- 
fornia gas utilities purchasing gas from 
El Paso instructing them to move the Fed- 
eral Power Commission for an order set- 
ting aside the submission of El Paso’s 
$18,113,000 rate increase case covering the 
April 15, 1955-December 31, 1957, pe- 
riod, and to challenge the lawfulness of 
El Paso’s rate increase request in its $16,- 
670,000 increase to become effective after 
suspension on January 1, 1958. 

The commission said : 


We have in mind that this commis- 
sion, heretofore, has held that the nat- 
ural gas rates of El Paso Natural Gas 
Company, as applied to your company, 
were and are tariff rates. We are still 
of that opinion. However, the decisions 
of the federal courts in the interpreta- 
tion of a federal statute are binding 
upon this commission. Therefore, it be- 
hooves this commission and your com- 
pany to take all necessary legal action 
to protect the public interest, and par- 
ticularly the interest of the gas rate- 
payers of your company. 


In accordance with the commission’s 
instructions, the purchasing California 
utilities made the required motions. 


At™ some soul searching, the Federal 
Power Commission decided to con- 
tinue “business as usual” while Memphis 
was on appeal, and the day after the 
Solicitor General filed a writ of certiorari 
with the Supreme Court in the Memphis 
case, the commission issued an order mak- 
ing El Paso’s rates effective January 1, 
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1958, subject to refund, but providing 
that the increase could only be made effec- 
tive under 100 per cent bond, reversing 
its former policy in that respect. 


—— on this announced “business as 

usual” policy, the Federal Power 
Commission then denied the California 
companies’ motions, saying: 

There are already indirect effects 
flowing from the present uncertainties 
which are of importance. A number of 
distribution companies have reported 
immediate uncertainties in their plans 
for expansion of natural gas service 
because their pipeline suppliers are un- 
certain as to their plans. Orders for new 
pipe, compressors, and other equipment 
and security issues have been canceled 
or postponed. The postponement of ex- 
pansion plans may not be of serious im- 
port to many pipelines, but it is of grave 
concern to those areas where distribu- 
tion companies have been and are mak- 
ing investments to render service which 
cannot be given without additional gas 
supplies and to pipeline equipment sup- 
pliers... . 

At present, the commission has pend- 
ing before it 53 rate increase cases, 
instituted by 34 pipeline companies, in- 
volving gross proposed increases 
amounting to about $226 million per 
annum. These cases have been pending 
for varying lengths of time, the earliest 
having been started more than four 
years ago. Where the increases have 
been placed in effect subject to refund, 
the pipeline companies have collected 
about $216 million of proposed rate in- 
creases which would have to be returned 
if customer assent should not be 
given.... 
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The effect of the Memphis decision 
on current operations of pipeline com- 
panies, faced with the possible liability 
to refund in cash all of these collections 
pendente lite would, of course, be very 
serious. The actual effect would, of 
course, be in direct proportion to the 
individual refund as related to the reve- 
nues of the given company. The annual 
gross income of the 34 companies pres- 
ently collecting or proposing increases 
was reported for 1956 as $1.3 billion, 
so that the refunds of the group could 
be a sixth or more of their gross reve- 
nues for a single year. Any refund of 
these proportions would have a severe 
impact upon the individual companies 
and indeed upon the whole industry. 


Accordingly, the California companies 
have been forced to go to court to insure 
that the case will be kept open so that if 
any refunds are due them from EI Paso, 
these will be received in the due course of 
time. 


HE California Public Utilities Com- 
mission filed for review of the Feder- 
al Power Commission order in this respect 
on April 15th, and the Southern Cali- 
fornia companies and Pacific Gas and 
Electric followed individually on May 


Sth. 


"7 


What Is Impact of Memphis on the 
Industry? 


Gorce the advent of the Memphis de- 

cision, the industry—as reported in 
the press—has blown hot and cold on the 
subject. On December 22, 1957, The New 
York Times carried an article headlined: 
“Gas Rate Ruling Stirs Up a Storm. 
Memphis Light Decision of Circuit Court 
Upsets the Formula of FPC. Large Re- 
bates Feared. If the Order Stands, Pipe- 
line Operators May Have to Repay Some 
Increases.” 

Shortly thereafter, on January 3, 1958, 
Chairman Kuykendall gave his “Mem- 
phis Blues” speech before the New York 
Society of Security Analysts, in which he 
said : “I do not believe that [the] industry 
necessarily must become bankrupt if this 
decision stands.” The chairman went on 
to say: 


. . . I suspect that we may find a rate 
case under § 5 can be processed in much 
shorter time than was ever thought pos- 
sible. We know that in such a case, the 
pipeline company would supply all the 
data that our staff would request, as 
soon as it possibly could. When the cus- 
tomer companies realize that additional 
supplies of needed gas cannot be forth- 
coming until the pipeline company is 
first granted reasonable rates, it would 


“SINCE the low ebb of industry feeling reached March 3rd— 
when the Supreme Court refused to advance consideration of 
the case on its calendar—the industry's mood now appears to 


be changing again. In an article headed ‘Natural Gas Pipeline 
Companies Decide to Go Ahead with Expansion Plans, THE 
NEw York Times reported on April 27th that there was ‘Good 
news for the economy. The natural gas industry appears ready 
to start again on its $2 billion expansion program.’ ” 
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seem that they would likewise co- 
operate to bring the case to a speedy 
conclusion. 

A number of the pipeline companies 
which would have to refund large sums 
would also receive large refunds from 
other pipeline companies from whom 
they have purchased. Some would re- 
ceive more than they would have to re- 
fund. All companies which had to make 
refunds would have the right to obtain 
a refund of the resultant overpayment 
of income taxes. 


HESE optimistic statements were then 

reported to the Supreme Court by 
counsel for Memphis as a basis for deny- 
ing certiorari. The commission according- 
ly responded with a reply memorandum in 
which the Solicitor General—on behalf of 
the commission—said : 


The decision below had had an imme- 
diate impact on the financing plans of 
several pipelines which was reflected in 
the security market. On December 4, 
1957, a large pipeline announced the 
postponement of a proposed sale of 
$40 million in first mortgage bonds, in 
order to evaluate the possible effect of 
the decision on the company. Subse- 
quently, on December 19, 1957, three 
pipelines announced decisions to post- 
pone construction programs totaling ex- 
penditures of $183 million because of 
the decision. During this period, nu- 
merous market reports by reputable 
security analysts or investment banking 
concerns came to the attention of the 
commission which uniformly recom- 
mended that their customers defer pur- 
chases of pipeline stocks pending ex- 
amination of the decision, and that in- 
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vestors give serious consideration to 
disposing of pipeline securities. Addi- 
tionally, Standard & Poor, in its market 
letter circulated on December 16, 1957, 
had advised its clients that it had re- 
moved the stock of a major gas pipeline 
from its recommended list. This letter, 
which was given wide distribution, and 
is typical of the advice given to investors 
by most analysts at this time, stated that 
“without clarification, the natural gas 
business will be in a chaotic state” and 
“the adverse ruling by the court of ap- 
peals throws a pall over the natural gas 
pipeline industry.” 


HE commission followed this up with 

its statements in Opinion 308, Jan- 
uary 24th (denying the California com- 
panies’ motion to reject El Paso’s most 
recent increase). There the commission 
reiterated its alarm over the effect of 
Memphis on the industry. This was echoed 
by the chairman and general counsel’s 
statements before the subcommittee of the 
House Committee or Appropriations, 
February 24th. 

This position may, however, be con- 
trasted with the “official” position of the 
industry as revealed in their annual re- 
ports and prospectuses. Although elaborate 
briefs amicus curiae were filed with the 
Supreme Court pointing out the effect on 
the major natural gas transmission pipe- 
line companies, many of the pipeline com- 
panies believe that for the most part the 
decision does not apply to their operation. 

Thus, Northern Natural states (annual 
report) : 

The company’s position is that a 
change in our tariffs made after the 
“Mobile” decision meets the ‘Memphis 
case” requirements. 
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Negotiations Following “Memphis” 


a the Supreme Court sustains Memphis and legislation is not forth- 

coming, the natural gas transmission pipeline companies will be 
faced with the necessity of negotiating with their customers—with state 
regulatory commissions looking over the customers’ shoulders — before 
filing their increases with the Federal Power Commission. This, at the 
very least, means a shift away from Federal Power Commission to state 
regulatory commission emphasis. Its success will depend not only on con- 
vincing the Federal Power Commission staff, one examiner, and five Fed- 
eral Power commissioners in Washington, but other such staffs, examiners, 
and commissioners in such diverse places as Albany, Springfield (Illinois), 

Denver, and San Francisco.” 








Columbia Gas System states (pro- ters for system companies, the rates 


spectus, March 6, 1958, page 8): finally approved by the Federal Power 
Commission in prior rate cases of sys- 


tem companies would not be affected by 
the Memphis decision, if upheld, and 
system companies would not be required 
to refund any portion of the amount 
collected under such rates. 


The corporation believes that the 
Memphis decision, if upheld by the Su- 
preme Court, will not have any sub- 
stantial effect (i) upon the system’s 1957 
earnings, since any refunds which sys- 
tem companies may be required to make, 


] ly offset by refunds which 
weeny Coat hy fe ‘. nie RIVER FUEL CORPORATION 


system companies would, in turn, be ae: 
entitled to receive from their pipeline 10) : (prospectus, March 11, 1958, page 


suppliers, or (ii) upon the system’s 
earnings for prior years, since, in the 
opinion of counsel handling rate mat- 


The company’s present rates (which 
have been in effect since June 3, 1953) 
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for its sales of gas for resale have been 
consented to by its utility customers. 
The “Memphis” case has no application 
to the company’s industrial sales. 


Texas Eastern Transmission Corpora- 
tion (annual report) : 


Although the long-range effect of 
this decision on Texas Eastern and the 
natural gas industry might be adverse, 
the immediate effect to Texas Eastern 
would be beneficial to the extent of sev- 
eral million dollars... . 

Texas Eastern has been paying cer- 
tain suppliers increased rates subject to 
refund for a long period of time and 
by the end of 1957 had paid out $11,- 
232,600. The implementation of the 
Memphis decision would call for the 
return of this money to Texas Eastern. 
On the other hand, this refund would 
be partially offset by refunds which 
Texas Eastern would have to make to 
its customers for increased rates col- 
lected after November 10, 1957, which 
amounted at year end to $1,878,600. 


 pemeiaagpen Gas TRANSMISSION Com- 
PANY (prospectus, April 15, 1958, 
page 18): 

The company makes no representa- 
tion as to the effect of such decision on 
the right of the company to retain the 
increase in its rates which has been col- 
lected subject to refund since July 14, 
1957. The company, however, in the 
opinion of its counsel, is not obligated 
as a result of such decision to make any 
further refund of rates collected prior 
to July 14, 1957. 


El Paso Natural Gas Company’s an- 
nual report states that 
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. .. acomparison of the language of the 
contracts at issue in the Memphis case 
with the applicable provisions of the 
service agreements entered into between 
the company and its principal customers 
clearly shows that the company’s serv- 
ice agreements specifically provide that 
the company may “make and file” rate 
schedules establishing increased rates 
applicable to its jurisdictional gas sales, 
subject to the usual procedure for the 
refunding of such portion, if any, of 
the rate increases as ultimately may be 
found by the Federal Power Commis- 
sion to be not justified. 


At Transcontinental Gas Pipe Line Cor- 
poration’s annual stockholders’ meeting, 
E. Clyde McGraw, president of Transco, 
told its stockholders that, while the com- 
pany was in “a relatively favorable posi- 
tion in so far as the impact of the de- 
cision is concerned,” the decision had 
“caused some transmission companies to 
abandon completely this year’s plans for 
expansion.” 


Since the low ebb of industry feeling 
reached March 3rd—when the Su- 
preme Court refused to advance consid- 
eration of the case on its calendar—the 
industry’s mood now appears to be chang- 
ing again. In an article headed “Natural 
Gas Pipeline Companies Decide to Go 
Ahead with Expansion Plans,” The New 
York Times reported on April 27th that 
there was “Good news for the economy. 
The natural gas industry appears ready 
to start again on its $2 billion expansion 
program.” 

The article cited industry leaders 
as saying that “in recent weeks there 
had been a notable shift away from the 
capital retrenchment trend” and that “in 
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the next few months 80 per cent of the 
gas companies contemplating expansion 
would put their programs into motion.” 
In fact, one industry leader was quoted 
as saying that the Memphis decision ac- 
tually has had an unexpected plus side for 
the industry, explaining that it had helped 
pipelines to “clean their slates” before the 
Federal Power Commission. ‘When they 
go before this agency with the approval 
of all their customers for a reasonable 
rate increase, it cuts down ona lot of time,” 
he said. “Previously the FPC would have 
had to hold lengthy hearings. Now the 
Memphis case has forced gas companies 
to clear most of the red tape beforehand.” 

Between now and the time—the first 
part of next year—that the Supreme Court 
finally rules on the case, the industry’s 
point of view may be expected to be modi- 
fied by intervening events. 


What Is the Impact of Memphis on 
Natural Gas Distribution Companies? 


HE impact of Memphis on natural gas 

distribution companies is typified by 
the statement in the prospectus of South- 
ern Counties Gas Company of California, 
one of the largest natural gas distribution 
utilities on the Pacific coast. In this re- 
spect, Southern Counties’ prospectus states 
(prospectus, April 14, 1958, pages 7, 8): 


q 


& 


The natural gas industry has been 
unsettled by the decision of the United 
States court of appeals in the case of 
Memphis Light, Gas, and Water Divi- 
sion et al. v. Federal Power Commis- 
sion, 250 F2d 402, decided November 
21, 1957, and which the United States 
Supreme Court has consented to review. 
The immediate effect on the company 
of the Memphis decision is that the 
1955 and 1958 increases in rates for 
gas sold by El Paso Natural Gas Com- 
pany to the company may be declared 
to be invalid and El Paso may, as a re- 
sult, be ordered to refund such in- 
creases to the company. The company is 
a participant in two... proceedings de- 
signed to test the applicability of the 
principles of the Memphis decision to 
El Paso’s service agreements. The com- 
pany is unable to predict the ultimate 
outcome of the Memphis decision or 
such other two proceedings and whether 
or not any refunds will be received from 
El Paso. If the company receives any 
such refunds it will make appropriate 
refunds to its customers with the result 
that its earnings will not be materially 
affected. The company is unable to pre- 
dict what effect the Memphis decision, if 
upheld by the Supreme Court, will have 
upon the cost or availability to the com- 


“As everyone knows the Memphis decision arose from a rate 
dispute between United Gas Pipe Line Company and one of 
its customers. In so doing, however, it did not arise full blown 


but evolved as an aftermath of the Supreme Court’s prior de- 
cision in the Mobile case. Hard cases make bad law—and the 
Mobile case was one of these—based on one of United’s con- 
tracts with its customer, Mobile Gas Service Corporation (serv- 
ing generally the area round the city of Mobile, Alabama).” 
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pany of new gas supplies or upon other 
phases of its business. 


N other instances, however, distribution 
utilities such as Pacific Gas and Elec- 
tric Company, Long Island Lighting Com- 
pany, and others buying large quantities 
of gas chose to ignore any impact of Mem- 
phis in at least the bond prospectuses 
which they issued to the public. 

For the most part there is little or no 
direct effect on most natural gas distribu- 
tion companies in so far as rates are con- 
cerned. The effect is on the rate increases 
requested by out-of-state natural gas trans- 
mission pipeline suppliers, particularly as 
applied to rate increases now being col- 
lected pursuant to Federal Power Com- 
mission order. Beyond this, one cannot 
predict what effect the Memphis decision, 
if upheld bythe Supreme Court, will have 
on the cost or availability of new gas sup- 
plies to natural gas distribution com- 
panies generally. 


What Are the Industry's Plans? 


mAN the present the industry is moving 

ahead on three fronts, legislative, 
judicial, and executive, although moves on 
the legislative front are being held in 
abeyance pending what the final decision 
of the Supreme Court may be. 

On the judicial front, besides the Solici- 
tor General’s brief, and those of United 
Gas Pipe Line Company, Texas Gas 
Transmission Corporation, and Southern 
Natural Gas Company as parties, briefs 
amicus curiae are expected to be filed by 
several groups of pipeline companies. The 
case will unquestionably be extensively ar- 
gued to the Supreme Court when the court 
reconvenes in the fall. 

On the executive front, the industry has 


AUGUST 28, 1958 


300 


been going ahead with practical plans to 
get the needed consents from its customers 
to comply with Memphis requirements. On 
January 20th Texas Gas Transmission 
Corporation was first in obtaining approv- 
al of 53 customers—all but Texas East- 
ern—to its filed rate increase, reduced 
from $3,438,000 to $1,457,000. On April 
11th Southern Natural announced that it 
had obtained the approval of 93 customers 
—all except South Georgia Natural Gas 
Company—for its filed rate increase of 
$11,022,471, reduced from $18,176,648 
originally filed. Others have also success- 
fully negotiated rate rises and are moving 
ahead in whole or in part with expansion 
programs: 


Michigan Wisconsin Pipe Line Com- 
pany, applicable to $4,704,500 increase. 

Gulf Interstate Gas Company, April 
14th—6} per cent rate of return in cost- 
of-service tariff. 

Natural Gas Pipeline Company of 
America, April 4th, reducing increase 
from $6,438,000 to $1,747,200. 

Texas Illinois Natural Gas Pipeline 
Company, April 4th, reducing increase 


from $2,723,000 to $1,605,000. 


ees the upshot of all this is best ex- 

pressed by W. M. Elmer, president of 
Texas Gas Transmission Corporation, who 
said that at the time of Texas Gas rate 
decision, staff members of the Federal 
Power Commission had spent one year in 
the field completing its rate review stud- 
ies. Faced with Memphis “‘it took an addi- 
tional forty-five days to obtain the neces- 
sary consents,” he stated. 

In addition to these negotiated and con- 
sent settlements of pending rate cases 
Transcontinental Gas Pipe Line Corpora- 





tio 
lio1 
mei 
to< 
ing 
ilar 











THE “MEMPHIS” DECISION—WHERE DO WE GO FROM HERE? 








Developments in the Wake of “Memphis” 


CC ITHIN two weeks after the Memphis decision was announced, 

state commission and other consumer representatives began to use 
the Memphis decision as a basis for setting aside pending and prospective 
rate increases before the Federal Power Commission. In the Colorado 
Interstate case, counsel for the city and county of Denver sought to in- 
voke the doctrine. In the Pacific Northwest case, counsel representing the 
attorney general for the state of Washington also sought the same ob- 
jective. Others have since followed in the Northern Natural, Texas 

Eastern, and other pending cases.” 








La 


tion has, in connection with its $153 mil- 
lion expansion program, secured agree- 
ments with all of its customers consenting 
toa 2-cent per Mcf future rate increase fil- 
ing over Transco’s present rate levels. Sim- 
ilar negotiations are under way between 
Tennessee Gas Transmission Company 
and its customers, Colorado Interstate Gas 
Company and its customers, and in con- 
nection with other pipeline increases. 

An interesting variant of these so-called 
Memphis “consent letters” is that found 
in the letter of intent Transwestern Pipe- 
line Company recently signed with Pa- 
cific Lighting Gas Supply Company in or- 
der to bring new supplies of west Texas 


gas to California. Transwestern’s letter of 
intent provides that in the event that a 
rate increase is to be filed and if consent 
is not given in accordance with “applica- 
ble law” (1.e., any Supreme Court affirm- 
ance of Memphis) then “the new rate or 
the new form of rate shall be determined 
by arbitration as hereinafter provided.” 
The letter of intent provisions go on to 
state that the arbitrators shall determine 
the new rate or form of rate to be filed, 
in accordance with recognized accounting 
procedures applicable thereto, and in com- 
puting new rate they shall use the highest 
rate of return filed with or allowed by the 
Federal Power Commission with respect 
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to any effective rate (whether suspended 
or not) on file with the Federal Power 
Commission for pipeline transmission 
companies at time of determination. 


HIs general procedure follows at least 

in part the suggestion made by the 
court of appeals itself during the course 
of the Memphis decision. The court of ap- 
peals there stated that, at least in so far as 
the consent was concerned which would 
grant a pipeline company permission to 
file an increase, ‘doubtless the contracting 
parties could have agreed on a third party 
to arbitrate a dispute when the seller 
sought to raise its price. But the Federal 
Power Commission has not been given that 
arbitration function by Statute.” The 
Transwestern clause follows that general 
line. 

This seems to give adequate flexibility 
to the pipelines for making rate increase 
filings. Transwestern’s certificate filing 
with the Federal Power Commission indi- 
cates that its rate, not to exceed 42 cents 
per Mcf, is based upon a 63 per cent rate 
of return computed in accordance with 
the Federal Power Commission’s current 
accounting and cost allocation procedures. 
There have, however, been filed with the 
commission rate increase applications em- 
bracing higher rates of return; for in- 
stance, Tennessee Gas Transmission’s fil- 
ing carrying a 6.6 per cent rate of return; 
Gulf Interstate’s recent filing carrying 
62 per cent rate of return; and Mississippi 
River Fuel Corporation’s most recent fil- 
ing, only a short time ago, carrying a 73 
per cent return. 

As William B. Poor, vice president of 
Ford, Bacon & Davis, an _ engineer- 
ing and consulting firm closely associated 
with the natural gas industry, said: 
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While the Memphis decision un- 
doubtedly delayed the industry’s expan- 
sion program and contributed to the 
decline in steel production and had a 
major effect on general economic con- 
ditions, the situation is rapidly readjust- 
ing itself and might make for a big last 
half-year and a substantial upturn in 


early 1959. 


The truth of this optimistic statement 
will certainly be tested by future events! 


What Are the Industry's Prospects? 


WwW" are the industry’s prospects in 
view of the Memphis situation to- 
day? 

First, there is the substantial possibility 
that the Memphis decision may be re- 
versed by the Supreme Court. Certainly 
it represents a substantial departure from 
the industry’s past thinking and modus 
operandi. The Supreme Court is not 
insensitive to its possible economic im- 
pact. There is, therefore, a substantial 
chance—though certainly not more than 
50-50—that the Supreme Court will re- 
verse Memphis, and the decks will be clear 
for future action. In the meantime, the 
natural gas transmission pipeline segment 
of the industry will have had the necessary 
opportunity of re-examining its customer 
and local relationships. 

It cannot, however, be predicted with 
any accuracy that the Supreme Court will 
so act. During the month of May the Su- 
preme Court handed down three decisions 
which might be termed in some quarters 
as strongly “consumer minded” when it 
comes to public utility regulation. By a 
badly divided court, the Supreme Court 
rejected a Maritime Commission ruling 
which would have had the effect of stifling 
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competition in Pacific coast shipping 
(Frankfurter, Burton, and Harlan dis- 
senting). It also reversed a decision of the 
Interstate Commerce Commission which 
would have permitted a more favorable 
basis for intrastate bus rate making 
(Frankfurter, Burton, Harlan, and Whit- 
taker dissenting). It further rejected an 
order of the Interstate Commerce Commis- 
sion requiring an increase in intrastate rail 
fares up to the interstate rail fare level 
(Frankfurter, Burton, Harlan, and Whit- 
taker dissenting). These “straws in the 
wind” at least indicate that no firm predic- 
tion can be made as to any reversal. 


Geman the industry must at least 
plan with the likelihood in mind that 
the Memphis decision will be sustained 
by the Supreme Court—in either a sweep- 
ing or limited decision. If the decision is 
limited, some pipelines may be able to ar- 
gue that they are not affected by its word- 
ing—although undoubtedly litigation will 
be needed to establish any such claimed 
distinctions. If the decision is sweeping, 
the industry will have to meet the new 
obligation frontally, and this possibility 
cannot be overlooked in view of the court’s 
unanimous approval of Phillips,* Mobile, 
and the denial of certiorari in a number 
of Federal Power Commission regulatory 
cases where the consumer interests have 
prevailed below. 

If legislation is introduced, it is bound 
to be opposed by most consumer groups, 
state public utility commissions, and mu- 
nicipalities. The attorney generals and 
public utility commission counsels of sev- 
eral states have already indicated the ex- 


4Phillips Petroleum Co. v. Wisconsin (1954) 
347 US 672, 3 PUR3d 129. 


tent to which they favor Memphis, The 
National Institute of Municipal Law Offi- 
cers has already filed a brief in the Su- 
preme Court, signed by the present presi- 
dent of the American Bar Association 
among others, stating that “the Memphis 
decision of the court below which merely 
effectuated the Mobile decision of this 
court was eminently correct, that it will 
not have the dire effects attributed to it 
by the natural gas industry and by the Fed- 
eral Power Commission in their petitions 
for certiorari, and that the case is not one 
wherein certiorari should be granted.” 


r the Supreme Court sustains Memphis 

and legislation is not forthcoming, the 
natural gas transmission pipeline com- 
panies will be faced with the necessity of 
negotiating with their customers—with 
state regulatory commissions looking over 
the customers’ shoulders—before filing 
their increases with the Federal Power 
Commission. This, at the very least, means 
a shift away from Federal Power Com- 
mission to state regulatory commission 
emphasis. Its success will depend not only 
on convincing the Federal Power Com- 
mission staff, one examiner, and five Fed- 
eral Power commissioners in Washington, 
but other such staffs, examiners, and com- 
missioners in such diverse places as Al- 
bany, Springfield (Illinois), Denver, and 
San Francisco. It will mean a greater 
emphasis on the explanation of pipeline 
company operating and financial problems 
to natural gas distributing company man- 
agement. While such problems would add 
to the management responsibilities and its 
customer relations, they are perhaps not 
insurmountable. The natural gas industry 
has been able to surmount worse! 
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Duties of a Commissioner 


What are some of the most pressing regulatory prob- 

lems which the modern state regulatory commissioner 

must face? And how are state commissioners facing 

them? Here are the views of one highly regarded state 
regulator. 


By THE HonoraBLtE RAY FE. UNTEREINER* 
MEMBER, CALIFORNIA PUBLIC UTILITIES COMMISSION 


HE first duty of a commissioner, as 

I see it, is to do his own thinking. 

The members of the California com- 
mission fulfill that obligation so thorough- 
ly that no one of us can ever express an 
opinion on regulatory problems without 
making it clear in advance that he is 
speaking for himself only, and not for the 
commission or any other member. 

This leads to what I conceive to be the 
second duty of a commissioner, which is 
to maintain an open mind, a willingness 
to give careful consideration to conflicting 
opinions of his colleagues, and a readiness 
to arrive at reasonable compromises. In 
my own experience I find that, although 
my wife and I agree that I am by long 
odds the smartest member of the Cali- 
fornia commission, my firm convictions 


*For additional personal note, see “Pages with 
the Editors.” 
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can be, and often need to be, amended and 
adjusted. 

In our California practice, each case is 
assigned to one of the five commissioners, 
who becomes the presiding commissioner 
in that case and is responsible for pre- 
senting a draft order to the whole com- 
mission for consideration. On important 
cases, the presiding commissioner will 
spend many nights and week ends, until 
he has a draft order that is, in his opinion, 
completely perfect and incapable of im- 
provement. Then, when he presents it to 
his colleagues, he may find that some of 
them will not sign it without substantial 
changes. Surprisingly, even the author 
usually concedes that such changes im- 
prove the order. In any event, he is likely 
to agree to any changes insisted upon by 
any of his colleagues. The result is that 
we have virtually no dissenting opinions. 
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HE danger in this is, of course, that 
some of our orders may be weaker 
than they ought to be; but I believe that 
none of us compromises with principles 
he considers basic. By and large, our 
orders are improved and our work made 
more effective by the fact that each of us 
has honest respect for the intelligence and 
integrity of his colleagues and is willing 
to accept the judgment of the majority, 
even though it differs from his own. 
The third duty of a commissioner—as 
I am listing them, certainly not in order 
of their importance—is to protect the in- 
terests of the ratepayer. This is his duty 
first, last, and always. For regulatory 
commissions are not set up for the purpose 
of protecting the regulated companies, 
even though they must respect the con- 
stitutional and statutory rights of such 
companies. Protection of the customer, 
however, and this must be emphasized, is 
not to be achieved by setting rates that are 
unreasonably low or requiring service that 
is unreasonably superior. The commis- 
sions have the duty of safeguarding the 
interest of future, as well as present, cus- 
tomers; and a utility which is deprived of 
reasonable rates, or is required to render 
a quality of service too costly for the rates 
allowed, will not be able to survive in a 
healthy condition so that it can adequately 
serve its customers in the future. 


2 the rapidly expanding West, and 
under the inflationary conditions which 
appear likely to prevail in our economy, 
western utilities will have constantly to 
increase their investment in plant to keep 
pace with the needs of their customers. 
Utilities must compete in the money mar- 
kets with nonregulated companies; and 
any commission that does not allow them 


to earn a fair profit will make it impossible 
for them to secure needed funds at reason- 
able rates and will retard the development 
of the state. It is, therefore, not in the 
interest of the public to restrict utilities to 
the minimum rates on which they can con- 
ceivably continue to render a present mini- 
mum service. It is, rather, to the interest 
of the public to preserve strong and pros- 
perous utilities capable of meeting public 
needs as they occur. 


Sdn word has circulated in recent years 

that the California commission, once 
considered about the “toughest” of all 
state commissions by investment analysts, 
has finally adopted a more “realistic” or 
even “generous” attitude. I am sure that 
we have always tried to be realistic, but 
never to be generous. We have allowed 
relatively higher rates of return in recent 
years because of our conviction that such 
rates, under the conditions more recently 
prevailing in California, are necessary to 
our continued progress and prosperity. It 
is not the welfare of the utilities, but of 
the state and all of its people, which is the 
underlying justification for the rate in- 
creases we have granted. 

The fourth duty of a commissioner— 
and again, not in order of importance— 
is to appreciate the significance of his of- 
fice. In a very real sense, the members of 
the regulatory commissions throughout 
the country hold in their hands the eco- 
nomic and political future and welfare of 
the nation. This is true to an extent far 
greater than is generally realized. I can 
perhaps best explain this by referral to my 
own experience. 

For over thirty years, my major oc- 
cupation was that of a professor of eco- 
nomics. I was a very vocal advocate of 
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individualism and of freedom of compet- 
itive business enterprise. I preached the 
good old-fashioned gospel of economic 
salvation through a minimum of govern- 
ment interference in business. You may 
be sure that no one could have served as 
economist for the National Association 
of Manufacturers and the Los Angeles 
Chamber of Commerce who had any other 
point of view. I was definitely a conserva- 
tive and a critic of bureaucracy. I still am. 


— there have been rather profound 
changes in our economy in the last 
generation. The economies of mass pro- 
duction have necessarily inc1 eased the size 
of the business enterprise. The number of 
Americans who are in business for them- 
selves has steadily declined as compared 
with those who work for someone 
else, particularly for what is frequently 
called big business. In consequence, we 
have become increasingly interdependent. 
Whether we like it or not, our economy 
has become more “social” and less indi- 
vidual than it was a generation ago; and 
the trend is continuing. 
Whether it be a cause or a consequence 
of this trend toward interdependence and 
social living as contrasted with private 
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freedom and individualism, the functions 
of government and its impact on business 
and other activities which once we deemed 
to be private in nature, have correspond- 
ingly expanded. Reluctantly, I was finally 
forced to the conclusion that government 
is here to stay; and that what has been 
variously labeled its “aid,” “interference,” 
and “encroachment” to, in, and on eco- 
nomic activities will increase rather than 
diminish. However unhappy some of us 
may be with this trend, it seems certain 
to continue. 


; p< days of what we fondly called the 
“Gndividual entrepreneur” are reach- 
ing their twilight; the days of big, power- 
ful, impersonal corporate business are 
here. True, the business buccaneer has 
pretty well vanished, and today’s “tycoon” 
is imbued with a deep sense of social re- 
sponsibility. “Business ethics” are as real 
and meaningful today as the traditional 
ethics of any of the higher professions. 
The people, notwithstanding that, do not 
want to be at the mercy of uncontrolled 
big business, Restraint and regulation by 
competition are still considered adequate 
where genuine competition exists. Where 
it does not—and the area has a tendency 


“THE first duty of a commissioner, as I see it, is to do his own 
thinking. The members of the California commission fulfil 
that obligation so thoroughly that no one of us can ever express 
an opinion on regulatory problems without making it clear in 
advance that he is speaking for himself only, and not for the 
commission or any other member. This leads to what I conceive 
to be the second duty of a commissioner, which is to maintain 
an open mind, a willingness to give careful consideration to 
conflicting opinions of his colleagues, and a readiness to arrive 


at reasonable compromises.” 
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to grow—restraint and regulation will be 
imposed by public authority. 


N view of this evolution of our eco- 

nomic, social, and political institutions, 
it becomes imperative, if we are to pre- 
serve the incalculable advantages of the 
American way of life, that ground rules 
be developed under which needful govern- 
ment supervision of the economy can be 
exercised consistently with a maximum 
degree of business and individual freedom, 
responsibility, initiative, and incentives. It 
is to the regulatory commissions, which 
have had experience in reconciling gov- 
ernment control with the private conduct 
of business, that the nation must look for 
guidance in the development of these 
ground rules. 

It is my firm conviction that the 
kind of job we on the commissions—you 
and I—do, will be the basic determi- 
nant of the character and quality of the 
“mixed” economy that is evolving. If we 
insist on high-quality service at reason- 
able rates, while preserving for manage- 
ment the prerogative of making its own 
management decisions and the incentive 
that comes from adequate rewards for 
superiority, we will set a pattern under 
which a maximum of the initiative and 
progress characteristic of the private en- 
terprise system can be maintained in 
harmony with the assumption of more 
responsibility by government. 

Characteristically, in other nations, as 
government has grown bigger, the indi- 
vidual citizen has grown smaller. No 
nation has yet achieved the degree of 
“Socialism” toward which we are ap- 
parently moving while still preserving the 
advantages of private business and the 
blessings of individual freedom. If we are 
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to succeed in doing so—and most of us 
will accept that goal as an objective of 
the highest order—the regulatory com- 
missioners must play a leading rdle. Let 
us move now from the general to the 
specific problems. 


Regulatory Problems 


’ is easy to name the two basic prob- 

lems. It is our job, first, to see that 
regulated utilities charge no higher than 
reasonable prices; and, second, to see that 
they provide the public with adequate 
service. To list the problems is not to pro- 
vide the solutions. In the fixing of reason- 
able rates, the typical practice is to arrive 
at a rate base and then find a reasonable 
rate of return to be allowed on that rate 
base. The rate base is made up of property 
which the investors have devoted to serv- 
ice of the public. That property, once 
dedicated, ceases to be strictly private 
property, although it remains in private 
ownership. It is impressed with the duty 
to provide service for all who require it, 
at reasonable prices. Because the owners 
cannot, on their own initiative, withdraw 
such property from service to the public, 
they are legally and morally entitled to 
a reasonable opportunity to earn just 
compensation for its use. 


There are two well-known major ap- 
proaches to the evaluation of a rate base. 
The first, and most commonly used, is 
original cost less depreciation. The second 
is present fair market value. A third and 
hybrid approach, the “prudent invest- 
ment”’ idea, is less frequently used. It will 
be apparent that, in times of inflation, the 
dollar value of a rate base calculated on 
the historical cost principle will be lower 
than that of the same plant at fair market 


AUGUST 28, 1958 








PUBLIC UTILITIES FORTNIGHTLY 
RE AS 














Passenger Service Curtailment 


—> the matter of service, one of the most tmportant problems present- 
ly facing most of the commissions is that of the extent to which 
we can justifiably allow railroads and bus companies to restrict their pas- 


senger service in view of rising costs and declining revenues. . 


. . Local 


transit companies have found it necessary to abandon or shorten routes 


and increase headways in order to maintain their operations even at the 
increased rates which we have generally found it necessary to accord them.” 





value. The reverse would be true during 
periods of deflation. But, in view of the 
policy deliberately pursued by the federal 
government ever since 1932, it is probable 
that inflation, rather than deflation, will 
characterize the economy into the in- 
definite future. 


HE result is that the common stock- 

holder in a utility in a typical state 
using historical cost cannot expect the 
same degree of capital appreciation on his 
investment as he would enjoy in a success- 
ful nonregulated business. In the past, this 
has not particularly depressed the market 
for utility issues because they have offered 
a relatively good hedge against deflation 
and depression. By the same process by 
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which the return on them is limited on the 
upside, it is limited on the down side. Com- 
missions which use an historical cost which 
is substantially less than current replace- 
ment cost during inflation, have continued 
to use historical cost which might be sub- 
stantially higher than replacement cost 
during depressions. Therefore, investors 
have been attracted to utility issues be- 
cause of the relative stability of their 
yield. 

We cannot, however, count on an in- 
definite continuance of this happy situa- 
tion. Until the time of the first New Deal, 
the business cycle was well pronounced; 
and deflation regularly followed inflation 
every ten years or so. Now that there is 
virtually no limit on the federal govern- 
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ment’s ability to expand the money sup- 
ply, and the Republican administrations 
have found nothing better than the Demo- 
cratic policy of inflation as a support to 
business activity, constant inflation ex- 
tending over very long periods of time, 
never fully compensated by such brief 
periods of deflation as may occur despite 
the government’s vigilance to prevent 
them, may destroy the attractiveness of 
utility securities as a hedge. When and if 
this does occur, commissions using the his- 
torical cost rate base must be prepared 
to allow higher rates of return than would 
be necessary on a current cost rate base. 
Utilities must secure their capital funds 
in markets where they compete with non- 
regulated businesses. If the hedge quality 
feature that made their securities attrac- 
tive in the past is no longer significant in 
the minds of investors, then a higher yield 
will be necessary to persuade investors 
to provide the funds to finance the ex- 
panding need for utility property. 

The California commission uses the 
historical cost rate base and there is ob- 
viously no intention at present of depart- 
ing from it. However, we have been in- 
clined, for the reasons suggested, to al- 
low somewhat higher rates of return in 
recent years than were necessary in the 
past. 

We consider this not to be liberality 
to the utilities in any sense, but to be no 
more than a realistic approach to the prob- 
lem of utility financing under the changed 
conditions arising out of the underlying 
inflationary trend. 


Specific Allowances 


HATEVER principle may be utilized 
for determining the rate base, cer- 


tain specific problems arise. One of them 
is the allowance of working cash. Every 
businessman realizes that he cannot con- 
duct a business without an adequate sup- 
ply of working cash; typically, enough to 
cover at least a full month’s payroll and 
other costs. This working cash is not em- 
bodied in land or buildings or machines, 
which constitute the tangible rate base of 
the utility, but it is equally necessary and, 
if provided by the investors, is equally 
entitled to a fair return. The problems 
arise principally from the necessity of de- 
termining the extent to which the needed 
working cash is provided by the investors 
rather than by the ratepayers or others. 

Where, as with some telephone utilities, 
base rates are payable in advance or, with 
transit companies, the fare is collected as 
cash before the ride is provided, the rate- 
payer, and not the investor, may be found 
to have advanced the working capital. In 
other instances, where the utility delays 
longer in paying its bills to suppliers than 
its customers delay in meeting their util- 
ity bills, it may be argued that such sup- 
pliers, and not the utility investors, pro- 
vide the credit substitute for the working 
cash. 


. is also common practice, upheld by 

the courts, although the economic 
justification is questionable, that ac- 
cumulated money eventually to be paid as 
taxes, before the taxes are due, can and 
should be used as working cash. There is 
also a tendency on the part of regulatory 
commissions to treat cash in the hands of 
the utility, being accumulated for the 
eventual payment of interest on bonds and 
dividends on stock, or to go into surplus 
as retained earnings, as not having been 
provided by the investors and not to be 
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included as working cash allowance in the 
rate base. 

Such cash is, of course, the property of 
the utility corporation, rather than of the 
security holders, until it is disbursed. But 
the same is true of all of the assets in- 
cluded in the rate base, including cash 
paid directly by investors to the utility in 
exchange for its securities. It is my per- 
sonal opinion that, in principle, undis- 
tributed earnings are provided by the in- 
vestors and should be included in the rate 
base so that the investors may be afforded 
a fair return on them. 


oo problem that sometimes arises 

in connection with a rate base is the 
treatment to be afforded property manu- 
factured or constructed or installed by an 
affiliated nonregulated company. The 
commissions in all states served by any 
affiliate of AT&T, for example, have the 
problem of determining the proper valua- 
tion of the property these companies buy 
from Western Electric. A similar prob- 
lem is now in the offing with respect to 
General Telephone companies. Pacific 
Telephone & Telegraph buys the bulk of 
its equipment from Western Electric. It 
pays prices which are probably lower than 


€ 


those at which it could purchase the same 
equipment, if, indeed, it could find it on 
the market, from any other supplier. 

Those prices are not, however, truly 
competitive prices. Western Electric may 
be the only manufacturer of certain equip- 
ment; or, where there are others, they 
manufacture on such a relatively small 
scale as to be unable to compete pricewise 
with gigantic Western Electric, enjoying 
what is, to a degree, a captive market. 
While a commission may unhesitatingly 
accept the prices a utility pays for its 
equipment bought at arm’s length from a 
nonaffiliated company, it may well hesitate 
to credit a telephone company (in its rate 
base) with the full price paid to Western 
Electric, even though there is no evidence 
that such price is in any degree unreason- 
ably high. The California commission has 
historically, for purposes of determining 
the telephone company’s rate base, written 
down the prices paid to Western Electric 
to a level which would afford that com- 
pany a rate of return comparable to that 
of the utility. 


HIS is a practice that appears to have 
the approval of the National As- 
sociation of Railroad and Utilities Com- 


neur’ are reaching their twilight, the days of big, powerful, 1m- 


q “THE days of what we fondly called the ‘individual entrepre- 


personal corporate business are here. True, the business buc- 
caneer has pretty well vanished, and today’s ‘tycoon’ is imbued 
with a deep sense of social responsibility. ‘Business ethics’ are 
as real and meaningful today as the traditional ethics of any 
of the higher professions. The people, notwithstanding that, 
do not want to be at the mercy of uncontrolled big business. 
Restraint and regulation by competition are still considered 
adequate where genuine competition exists.” 


\UGUST 28, 1958 


310 





-_— bee Fl Ol, COA ~~ 


Cc _— r= = ff 


we 


DUTIES OF A COMMISSIONER 


missioners. But, naturally, the utility in- 
sists that it cannot buy its equipment 
cheaper elsewhere, and must in fact pay 
the prices established by Western Electric, 
over which it has no control. It also in- 
sists that it is entirely unrealistic to as- 
sume that Western Electric, a manufac- 
turing concern, subject at least in part to 
the wider fluctuations in net earnings ex- 
perienced by manufacturing business, can 
be expected to operate at the same profit 
as might be considered reasonable for a 
relatively stable utility operation. Despite 
the association’s position, I find much 
merit in the view that a utility is entitled 
to have the reasonable cost of its plant in- 
cluded in its rate base, regardless of how 
it was acquired. 

In our most recent telephone rate ap- 
plication, decided last May,’ the California 
commission again followed its precedents 
and made the usual Western Electric ad- 
justments. My own willingness to do so 
was based solely on the fact that the ap- 
plicant’s evidence did not adequately dis- 
tinguish between moneys paid Western 
Electric for manufactured equipment and 
moneys paid for installations and other 
services the utility might well have pro- 
vided for itself, and so did not sustain its 
burden of proof. Since I am here setting 
forth regulatory problems and not their 
solutions, I need not speculate on how we 
would have solved this question had the 
evidence placed it squarely before us. I 
am thankful for that, because, as one lone 
commissioner, I frankly do not know! 


a problem that sometimes arises 
in connection with determination of 


the rate base has to do with nonoperative 


1 Re Pacific Teleph. & Teleg. Co. 23 PUR3d 209. 


property. Naturally, property not actually 
used and useful in the public service 
should not be allowed to earn a return. 
On the other hand, a utility must exercise 
sound business judgment in the acquisition 
of property, at least of real property, in 
the same manner as must other business 
enterprises. It may foresee a future need 
for expansion of its offices or plant onto 
adjoining land; and, being aware of the 
tendency of land prices to increase, may 
acquire such land when it is available, even 
though it may have no present use for it. 

It would be unwise for regulatory com- 
missions to discourage such foresighted- 
ness or to substitute their judgment for 
that of management in planning for the 
future growth of the utility. On the other 
hand, there must be some reasonable limit 
to the extent to which nonoperative prop- 
erty may be included in the rate base. Our 
general rule in California is to allow in 
the rate base the value of property ac- 
quired within five years but not yet put to 
use ; but, for property which has been held 
as nonoperative for five years, we require 
fairly clear proof of imminent plans for 
its utilization, else we exclude it from the 
rate base. 


Operating Expense Allowances 


r connection with the operating ex- 

penses to be allowed for rate-making 
purposes, there are also a number of dif- 
ficult and recurring problems. I think the 
thorniest, and the one furthest from solu- 
tion in most jurisdictions, is that of the 
treatment to be accorded federal tax ex- 
pense where the company elects to take 
advantage of §§ 167 and 168 of the In- 
ternal Revenue Code allowing accelerated 
depreciation and amortization. I can only 
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say now that this problem has been before 
the California commission for well over 
a year, and we have not yet handed down 
a decision. There are certain differences of 
opinion which still remain to be resolved. 


— are other problems of allowable 
operating expense, somewhat less 
profound inherently but sometimes thorny 
enough to scratch up a little irritation 
from the standpoint of public relations. 
One of these is that of charitable con- 
tributions and membership dues in trade 
associations, chambers of commerce, and 
the like. The utilities, with reason, argue 
that no business can stay out of business- 
men’s activities and maintain good public 
relations. They also insist, and reasonably, 
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—" the rapidly expanding West, and 
under the inflationary conditions 
which appear likely to prevail in our econo- 
my, western utilities will have constantly 
to increase their investment in plant to keep 
pace with the needs of their customers. 
Utilities must compete in the money mar- 
kets with nonregulated companies; and any 
commission that does not allow them to earn 
a fair profit will make it impossible for them 
to secure needed funds at reasonable rates 
and will retard the development of the 
state. It is, therefore, not in the interest of 
the public to restrict utilities to the mini- 
mum rates on which they can conceivably 
continue to render a present minimum serv- 
ice. It is, rather, to the interest of the public 
to preserve strong and prosperous utilities 
capable of meeting public needs as they 
occur.’ 





that they must support the Community 
Chest, Boy Scouts, and other civic under- 
takings. I think there is no question that 
they must be good citizens generally in 
order to live comfortably in their com- 
munities. 

I do not question for a moment that 
utilities must participate in business or- 
ganizations and contribute to civic under- 
takings and charities ; and these things cost 
money. There is a real question in my 
mind, however, whether they should ex- 
pect the ratepayers to contribute toward 
these costs. Since it is the utility that gets 
the public credit for a contribution to the 
Community Chest, for example, it would 
seem reasonable that it should be the util- 
ity that makes the sacrifice ; that the stock- 
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holders, rather than the ratepayers, should 
pay the bill. In California, we have ar- 
rived at a fairly standardized treatment 
of these matters. 


W: allow, in general, expenses which 

are incurred for activities that may 
be expected, directly or indirectly, to con- 
tribute toward the efficient operation of 
the utility. Thus, we customarily allow 
dues for trade associations, technical so- 
cieties, and credit associations. We do not, 
of course, allow any expenses for political 
activities. As to strictly charitable con- 
tributions, even though we realize that 
utilities must make them, we do not al- 
low credit for more than half. I won’t 
insist that there is any particular merit in 
this treatment. 

The question of concessions in rates to 
employees has been raised in several of 
dur recent cases; but it has not yet been 
made a serious issue. We have long known 
that many of our utility companies give 
some free or reduced-price services to 
their key employees or to all employees. 
We have, in the past, allowed this without 
giving it much thought, recognizing the 
fact that it is a standard practice in non- 
regulated business and is regarded as a 
“fringe benefit” that may be much less 
costly to an employer than the substitute 
that might be demanded if the discount 
were discontinued. We have had no con- 
vincing evidence presented that this is a 
privilege that is being abused. But when 
and if such evidence is presented to us 
with respect to any utility, we shall, of 
course, have to give the matter serious 
consideration. 


| bree there is the question of so- 
called “‘excessive’”—and that word is 


definitely in quotes—salaries of top man- 
agement which has been raised in hear- 
ings. 

When that occurs, nothing but opin- 
ion evidence is offered. So the commission 
has no record on which it could justifiably 
overrule the decisions of the board of di- 
rectors of the utility company as to what 
its executives are worth. If a company, 
utility or purely private, is efficiently and 
successfully managed, it is most difficult, 
with any amount of information available, 
to make a scientific determination as to 
how much top management contributes 
to the success of the enterprise and what 
its reward should be. 

There will be those who do not agree, 
but for myself, I hope the time may never 
come when commissions will have to ad- 
just, for rate-making or any other pur- 
pose, the salaries paid in the larger utilities 
where there are competent boards of direc- 
tors to make this important decision. In 
the smaller operations, dominated by a 
single individual who sets his own salary, 
it is sometimes necessary, for rate-making 
purposes, to adjust salaries or expense 
allowances to bring them into conformity 
with the going rate in comparable opera- 
tions. 


Return Allowance 


W: ultimately arrive at a rate base and 
allowable operating expenses. Then 
we must determine a fair and reasonable 
rate of return which the utility shall be 
allowed to earn on its rate base. Patently, 
the utility is entitled to no more than a 
reasonable return; for the ratepayer is en- 
titled to receive service at the lowest rea- 
sonable price. But, lawfully, the utility is 
entitled to no less than a reasonable re- 
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turn; for to allow it less is to confiscate 
its property. 

There is, of course, a zone of reason- 
ableness; and any rate of return within 
the limits of that zone will not be over- 
ruled by the courts. 

Each commission has discretion to 
adopt a rate of return at either the upper 
or the lower limits of this zone, or any- 
where in between. The proper attitude for 
a commission would seem to depend 
primarily upon the conditions present in 
any particular instance. A utility serving 
in a clearly defined and restricted area, 
fully built up, so that there is little pos- 
sibility of its being called upon to expand 
its services, can survive and continue to 
render adequate service at a relatively low 
rate of return. One in a rapidly growing 
territory, called upon constantly to find 
new investment funds for the expansion 
of its plant, may require a substantially 
higher rate in order to be able to render 
needed service to new customers as well as 
old. 


HE zone of reasonableness, under con- 
ditions now prevailing, would appear 
to lie somewhere in the area of from 5 to 7 


per cent, although there may be exceptions 
from this in either direction. It should 
be emphasized, moreover, that the rate of 
return is sometimes not, by itself, an ade- 
quate guide in the fixing of rates. This is 
particularly true where the plant is largely 
depreciated, a situation frequently found 
with bus operations and highway car- 
riers. 

In such cases, commissions must give 
primary attention to operating ratio as the 
test of the company’s financial needs. It 
would appear that an operating ratio of 
more than 95 would, in most instances, 
put the continued operation of a business 
in some jeopardy, although rates which 
provide a safe operating ratio may result, 
with highly depreciated plant, in rather 
fantastic rates of return. 


 peieanin for myself only, that does not 
bother me too much. I think of rate 
of return, operating ratio, and cost-of- 
money calculations primarily as tools to 
help us do the job. The job itself is to fix 
rates which will give the utility a fair 
chance to satisfy its revenue requirements ; 
that is, to earn enough, and no more than 
enough, to enable it to render satisfactory 
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“OF course, no regulatory commission ever guarantees any 

q utility a return on its investment. It can only authorize rates 
which, if the estimates and predictions underlying its calcula- 
tions are accurate, will permit the utility, if efficiently managed, 
to earn the authorized return. Mismanagement can result in a 
failure of the utility to achieve earnings as predicted; or a 
change in the business cycle or in the rapidity of development 
of the utility’s area, may affect the rate of return in either 
direction. It must constantly be emphasized that the commis- 
sions do not give the utilities anything except a fair opportu- 
nity; they do not assure the utilities of prosperity or even of 
financial solvency.” 
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service for the present and for the fore- 
seeable future. 

Of course, no regulatory commission 
ever guarantees any utility a return on its 
investment. It can only authorize rates 
which, if the estimates and predictions 
underlying its calculations are accurate, 
will permit the utility, if efficiently man- 
aged, to earn the authorized return. Mis- 
management can result in a failure of the 
utility to achieve earnings as predicted; 
or a change in the business cycle or in the 
rapidity of development of the utility’s 
area, may affect the rate of return in either 
direction. 

It must constantly be emphasized that 
the commissions do not give the utilities 
anything except a fair opportunity; they 
do not assure the utilities of prosperity or 
even of financial solvency. 


Service 


I HAVE primarily discussed rates, al- 

though the duty of regulatory com- 
missions to assure the public of adequate 
service is fully as important as their duties 
in rate fixing. On the matter of service, 
one of the most important problems pres- 
ently facing most of the commissions is 
that of the extent to which we can justifi- 
ably allow railroads and bus companies to 
restrict their passenger service in view of 
rising costs and declining revenues. We 
have had a whole rash of station abandon- 
ments presented for our approval in Cali- 
fornia in the last year; and consolidation 
or abandonment of some major passenger 
trains has also been before us for ap- 
proval. 


Local transit companies have found it 
necessary to abandon or shorten routes 
and increase headways in order to main- 
tain their operations even at the increased 
rates which we have generally found it 
necessary to accord them. We have other 
problems arising out of water shortages 
which may be peculiar to California and 
may not seriously affect the other western 
states. 

There is no question that in Cali- 
fornia there are water utilities in some of 
the remote communities in the north as 
well as the south, that simply do not have 
and cannot find water sufficient to supply 
the needs of the new customers who would 
like to move into their areas. 


Odea are these and a myriad of other 

regulatory problems that state com- 
missioners face almost daily. Yet they do 
not do much weeping about their sad lot 
in life; and most of them would like noth- 
ing better than to be privileged to spend 
the rest of their lives continuing with 
their present activities. That is because the 
problems are challenging. It is because 
there is never a dull moment to be used 
in feeling overworked or abused. It is be- 
cause, deep in their innermost selves, al- 
though they do not generally express it 
even to their wives and closest friends, 
they harbor a sincere conviction that this 
job they are trying so hard to do well is 
an important job, a job to which capable 
and dedicated men can be proud to devote 
their lives, and in which they may render 
a significant, even if unappreciated, serv- 
ice to their fellow men. 
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Nuclear Power Abroad 
In Mid-1958 


Part II. The Goal of Future Achievement in Nuclear Development Abroad 


In the first part of this two-part article, which appeared in the 
August 14th issue of Pustic Utirities FortTNIGHTLY, the prog- 


ress of nuclear power development abroad was noted, including 

such countries as India, Red China, Canada, Norway, Germany, 

Sweden, Belgium, and Great Britain. In this second part, the 

author goes into more details concerning nuclear power develop- 

ments in France, Italy, Brazil, and Japan, as well as new programs 
for financing atomic power plants. 


By HERBERT M. BRATTER* 


RANCE, which since 1945 has been 
vigorously at work on an atomic 
weapons program, to a lesser degree 
ihan Britain but none the less seriously, 
lias been seeking to harness the atom in- 
dustrially. Metropolitan France possesses 
important uranium deposits and Madagas- 
car has thorium. The French reactor pro- 
gram is based on the same principles as 
tne British: burning natural uranium in 
uual-purpose reactors producing power 
and plutonium. Production of plutonium 
began at Marcoule in a reactor with a heat 
output of 40,000 kilowatts. The heat is 
*Economist and author of business articles, resi- 


dent in Washington, D. C. For additional note, see 
“Pages with the Editors.” 
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used there to produce steam feeding a 
small turbine, but the five kilowatts of 
power produced is less than that consumed 
in the blowers forcing air through the 
reactor. 

Real power production is scheduled for 
1958 at Marcoule in two identical addi- 
tional reactors of 35,000-kilowatt output 
apiece. From the standpoint of future 
energy needs, the situation of France is 
the same as that of western Europe as a 
whole. 

A critical stage will be reached by 
1965. Therefore, in 1955 France de- 
cided that Electricité de France, the na- 
tional power company, would build within 
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a decade at least five atomic power sta- 
tions, starting a new one every eighteen 
months, beginning in 1957. The first of 
these, to be located in the lower Loire 
valley near Chinon, will produce 60,000 
kilowatts of electricity. Later reactors in 
this program are expected to be able to 
use and obtain enriched uranium fuel from 
the U. S. or the International Agency for 
Atomic Energy. 


B"= the Export-Import Bank and the 
International Bank for Reconstruc- 
tion and Development have been taking 
an interest in nuclear power and appear 
destined to participate in its financing. In 
October, 1956, the AEC and Eximbank 
jointly announced agreement upon joint 
action to assist with the construction of 
atomic power plants in nations having 
entered into agreements for co-operation 
with the U. S. The announcement stated 
in part: 

The Export-Import Bank is prepared 
to consider loans to privately owned 
public utility companies as well as gov- 
ernments on appropriate terms to fi- 
nance the construction of atomic power 
plants abroad on terms similar to, and 
in the same way as, those provided in 
its financing of conventional types of 
power plants where U. S. equipment 
and technical services are required. 


In setting forth the general conditions 
for such loans, the announcement added 
that the proceeds may be spent only for 
equipment, materials, and technical serv- 
ices to be exported from the U. S. 

To date the Eximbank has financed only 
a research reactor for Spain, but may play 
an important role in the financing of 
EURATOM. 


tion IBRD has been devoting increas- 
ing attention to the potentialities of 
nuclear power in recent years and the 
subject has received prominence at the 
bank’s annual meetings. In 1955 it ap- 
pointed an atomic energy adviser, Corbin 
Allardice, who had been executive director 
of the congressional Joint Atomic Energy 
Committee. The bank has been trying to 
establish whether a nuclear reactor will 
be economic. To this end it agreed with 
the government of Italy in August, 1957, 
to sponsor a study leading to the construc- 
tion of a large nuclear power station in 
southern Italy. The government had pre- 
viously announced that a large nuclear 
power station would be built by the Societa 
Elettro-nucleare Nazionale (SENN), 
whose shareholders consist of all the ma- 
jor electric power companies in southern 
Italy, together with a number of govern- 
ment-controlled metallurgical and engi- 
neering corporations. Relatively high 
conventional fuel costs and rising demands 
for electric energy make Italy a favorable 
country for the co-operative study. 
Energia Nucleare sud Italia (ENSI), 
as the project is called, included (a) selec- 
tion of a site for a nuclear power station; 
(b) preparation of invitations to qualified 
manufacturers on an international basis, 
to tender for a nuclear plant of about 
150,000-kilowatt electric capacity at the 
proposed site; and (c) a review of the 
tenders submitted and the preparation of 
an evaluation of them, particularly regard- 
ing comparative cost and performance. 
The AEC and the UK’s AEA are provid- 
ing engineering consultation. By Septem- 
ber, 1958, a tender will have been chosen 
and will provide the first truly impartial 
choice between the British and French 
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gas-cooled system and the U. S. enriched 
systems. 

It is expected to lead to a “base 
point” showing what can be done today 
in nuclear energy. The Italian plant will 
not be in operation until 1962. If it suc- 
ceeds, states Mr. Allardice, it will mean 
that nuclear power has arrived. Success 
is expected. 


Or the seven-man panel announced by 

the World Bank in November, 1957, 
to give guidance to the ENSI project, two 
are Americans: Dr. Manson Benedict, 
professor of nuclear engineering at MIT, 
and Arthur Griswold, assistant to the pres- 
ident of the Detroit Edison Company. The 
panel will review the tenders and the tech- 
nical reports on them. 

Apart from SENN, Edisonvolta Co. of 
Milan is planning a 134,000-kilowatt pres- 
surized water reactor; and a group called 
SIMEA, a 125-150,000-kilowatt plant 
near Rome. A contract award for the lat- 
ter reportedly is expected in 1958. 

Japan is described as having adopted a 
rapid, although not a crash nuclear power 
program, for, although its hydro potential 
is exceedingly costly, it is not exhausted. 
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As a starter Japan is preparing to buy in 
Britain one natural uranium Calder Hall 
type of reactor of 150,000-kilowatt ca- 
pacity. 

It plans to buy, later, probably in 
the U. S., an enriched uranium power 
reactor. Japan seems to favor the British 
type, primarily because the fuel is easily 
obtained on assured terms. If British- 
American competition in reactor export 
is to be resolved in our favor, enriched 
uranium reactors must establish substan- 
tially superior performance and enriched 
fuel must become available here on a less 
complicated basis than now prevails. A 
combination of both would, in the view of 
the Twentieth Century Fund’s experts, 
help our manufacturers to participate in 
the largest, immediate market outside Eu- 


rope. 

A yet the principal export market has 
been for research reactors. In Janu- 

uary, 1958, Lewis L. Strauss, then chair- 

man of the AEC, gave the following pic- 

ture of U. S. reactors abroad: 


The first power reactor presently un- 
der construction in western Europe, 


“FRANCE, which since 1945 has been vigorously at work on an 
atomic weapons program, to a lesser degree than Britain but 
none the less seriously, has been seeking to harness the atom 
industrially. Metropolitan France possesses important uranium 
deposits and Madagascar has thorium. The French reactor 
program is based on the same principles as the British: burning 
natural uranium in dual-purpose reactors producing power and 
plutonium. Production of plutonium began at Marcoule in a 
reactor with a heat output of 40,000 kilowatts. The heat is used 
there to produce steam feeding a small turbine, but the five 
kilowatts of power produced is less than that consumed in the 
blowers forcing atr through the reactor.” 
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which was purchased abroad, is an 
American reactor. The location is in Bel- 
gium, and announcement will be made 
shortly by a U. S. manufacturer of the 
sale of a large-scale plant to be erected 
in Europe. Negotiations are under way 
for the construction of five or six other 
U. S. atomic power plants overseas. 

U. S. concerns, as of latest reports, 
have contracted for or are now nego- 
tiating for the sale of 29 American- 
made reactors to friendly nations. Of 
these 29 reactors, 21 are for research 
and training, and the remainder are 
power reactors. Our nearest competitor, 
Great Britain, as of the latest informa- 
tion we have, has sold or contracted for 
three reactors to other countries and 
has a number under negotiation. 


: I ‘HE 1956 panel discussion sponsored 


by the World Bank, Atomic Energy 
in Economic Development, disclosed that, 
at least for the next few years, nuclear 
stations because of their high cost will 
need to operate at high load factors. The 
bank’s atomic expert described the circum- 
stances under which a large nuclear re- 
actor of essentially present design might 
have good prospects of operating competi- 
tively as follows: 

(1) The generation and distribution 
system into which the nuclear plant is to 
be integrated must be large, capable of 
permitting a 100,000-kilowatt or larger 
plant to operate as a base load unit. (2) 
The plant would have to be located in a 
country with relatively high fossil fuel 
costs, poor hydroelectric potential, and 
sufficient low-cost capital. (3) An assured 
supply of fuel, reprocessing, and compo- 
nents, whether through intergovernmental 
agreements or otherwise. (4) Power rates 


should be flexible enough so that, if the 
nuclear plant should cost more than ex- 
pected or fall short of anticipated per- 
formance, the excess cost can be absorbed 
without a significant adverse effect. (5) 
The nuclear system should not represent 
a considerable proportion of the total sys- 
tem generating capacity. The so-called 
underdeveloped countries obviously cannot 
yet meet all these conditions. As nuclear 
science develops in coming years these 
limitations may be eased. 


HAT other than strictly economic con- 

siderations may bring reactors to 
some underdeveloped areas sooner than 
otherwise has been suggested by Professor 
Francis Perrin, High Commissioner of 
the French National Atomic Energy Com- 
mission. Conceding that it might take ten 
years longer than in metropolitan France 
for atomic power to offer real advantage 
in oversea French territories, Professor 
Perrin suggests that it may be important 
to build a few atomic power stations in 
underdeveloped regions none the less. 
Hence, he stated, France had decided to 
construct one in Algiers, within a few 
years. 

That nuclear power is not the “open 
sesame” underdeveloped countries seem to 
have hopefully imagined is attributable in 
large measure to cost. A target for 
EURATOM notes: 


Production of base-load electricity in 
big central power stations is the only 
application of nuclear power that can 
make an important contribution to the 
limitation of energy imports during the 
10-year period with which this report 
is primarily concerned. Urban district 
heating schemes may employ nuclear re- 
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The Impact of Reactor Program Abroad 


66 HE ratifications of the U. S-EURATOM agreement will give 

added stimulus to reactor development in the six European coun- 
tries concerned, with ultimately beneficial effects on nuclear power in the 
U. S. Japan also, pressed by economic need, may not lag much behind 
Europe in this field in the next few years. In Canada, where necessity is less 
urgent, nuclear power is taking a more leisurely course. While the major 
industrial countries of the free world are on the road to atomic power 
on a basis that will compete with conventional sources of energy, the 
underdeveloped countries, anxious though they be for access to this great 
wonder of the twentieth century, must exercise patience until costs can 

be brought down and other problems solved.” 





actors in special cases, but extensive ap- 
plication for steam raising or process 
heating in industry is unlikely before 
1970, because small reactors will have 
power costs much higher than large ones 
for a number of years. 


ee High Commissioner for 

Atomic Energy and Honorary Gov- 
ernor General of the Belgian Congo, 
Pierre Ryckmans, throws further light on 
this question. Drawing attention to the 
hopes raised at the 1955 Geneva atomic 
conference relative to the underdeveloped 
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countries, he points out that the only ad- 
vantage of a costly nuclear plant over a 
less costly conventional one is the saving 
on fuel cost. If fuel cost is prohibitive ow- 
ing to lack of transport, nine times out 
of ten the easiest remedy is to build a rail- 
road. But if there are not adequate trans- 
port facilities, the odds are that a nuclear 
plant would fare no better than a conven- 
tional one. “If there is no market for 
conventional power, there is no market 
for nuclear power either,” Mr. Ryckmans 
holds. 
He adds: 
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Large nuclear power plants are out 
of the question in underdeveloped areas. 
Small plants are so costly to build that 
savings on fuel could not possibly make 
up for the difference in overhead 
charges and personnel salaries. In re- 
mote areas of low power demand, diesel 
plants will not be superseded by the 
atom—not for a long time to come. 


A dispatch from Brazil published 
in The New York Times of Febru- 
ary 27, 1957, predicted that the 10,000- 
kilowatt atomic reactor planned for con- 
struction in Brazil by the American & For- 
eign Power Company “should begin gen- 
erating power in 1959.” The reactor 
referred to was to be one of three an- 
nounced by the company in 1955 as 
planned for operation in Latin America. 
In early 1958, however, the company an- 
nounced suspension of the reactor pro- 
gram due to extremely high installation 
costs, slow technical progress, and the 
inability to arrange for necessary insur- 
ance coverage. While the company main- 
tains its interest in atomic power, it has 
decided to wait until such energy becomes 
more competitive with that supplied by 
conventional plants in sizes practical for 
installation by its subsidiaries in Latin 
America. 

The insurance problem alone is formi- 
dable. Despite extensive negotiations the 
American & Foreign Power Company had 
found no way to provide the protection 
it regarded as essential. As for installation 
and operating costs, a company official 
pointed out that to include them in the 
rate base would be unfair to consumers, 
while not so to include them would be 
unfair to the company. The required in- 
vestment would produce far greater bene- 


fits to the people of the areas served if used 
to enlarge and expand conventional plants. 
An official company explanation of the 
suspension of its reactor program appears 
in the February-March hearings of the 
Joint Atomic Energy Committee (De- 
velopment, Growth and State of the 
Atomic Energy Industry, pp. 620, 621). 


HE United States’ purposes in co- 

operating with EURATOM accord- 
ing to Philip Mullenbach, research director 
of the Twentieth Century Fund’s nuclear 
energy study, are mainly two: to strength- 
en the movement toward western Europe’s 
economic integration and to demonstrate, 
on terms less costly than would be possible 
in the U. S., those reactor types which 
are closest to representing a practical ex- 
port technology. Among factors seen by 
Mr. Mullenbach as interfering with the 
launching of EURATOM’S program is 
“an undercurrent of misguided industry 
sentiment here and in some of the six na- 
tions that EURATOM is just a new form 
of government bureaucracy, interference, 
and Socialism.” Other problems are that 
of direct U. S. inspection to prevent di- 
version of U. S.-supplied materials to 
weapons ptrposes and the question of 
equitably sharing the costs. 

Foreign programs are having an appre- 
ciable effect on the formation of U. S. 
nuclear power development policies, ac- 
cording to Mr. Mullenbach. Referring to 
our bilateral power agreements, support 
of EURATOM, sponsorship of the Inter- 
national Atomic Energy Agency, and the 
supplying of U 235 for foreign reactors, 
all these, he notes, are having a direct bear- 
ing on every phase of nuclear power de- 
velopment policy under the 1954 act. They 
have “destroved the illusion” that our 
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domestic and foreign policy objectives can 
be attained by relying completely on the 
financial capabilities of private utilities and 
equipment manufacturers. They have 
caused U. S. scientists and technicians to 
give greater attention to reactor systems 
and fuel cycles best suited to foreign eco- 
nomic conditions and competition. “AEC 
and industry are plagued by the fact that 
we do not have a competitive, exportable 
technology; the joint U. S-EURATOM 
program may be one way to achieve it 
quickly.” 


HE growing U. S. preoccupation with 

the foreign aspects of nuclear power 
in turn raises new questions: foreign fears 
of U. S. domination, rivalry with the 
British, and pricing policies. Foreign prog- 
ress in nuclear power, according to this 
Twentieth Century Fund expert, should 
have an especially good effect by encourag- 
ing uniformity of treatment of domestic 
and foreign reactor operators and by re- 
lating the whole price structure to foreign 
competition. It is, he concludes, compelling 
the entire U. S. nuclear economy to meet 
foreign competition and needs, which may 
ultimately mean lower costs and hence lead 
sooner to the primary goal of reactor de- 
velopment and competitively useful power, 
perhaps without extraordinary subsidies. 


“FOREIGN progress in nuclear power... 


z 


To implement the U. S.-EURATOM 
program of 1958 several legislative steps 
will be necessary. The first was requested 
June 23rd when President Eisenhower 
transmitted to the Congress for approval 
the agreement which had been signed for 
the United States on May 29th by Secre- 
tary of State Dulles and then AEC Chair- 
man Strauss. If and when Congress ap- 
proves the basic international agree- 
ment, a co-operative agreement with 
EURATOM will be placed formally be- 
fore the Joint Committee on Atomic En- 
ergy. This, of necessity, must be followed 
by congressional approval of authorization 
and appropriation of funds and certain 
other enabling legislation. Advocates of 
the program were fervently hoping that 
all the necessary steps would be completed 
during the present session of Congress, 


in 1958. 
A’ already noted, the U. S. is counted 
upon for an initial contribution of 
$135 million for capital costs exclusive 
of fuel through an Export-Import Bank 
credit ; some $480 million of fuel on long- 
term credit ; and additional sums to finance 
a 10-year research and development pro- 
gram, during the first half of which the 
U. S. contribution would be $50 million, 
while the amount to be contributed during 


Should have an es- 


pecially good effect by encouraging uniformity of treatment 
of domestic and foreign reactor operators and by relating the 


whole price structure to foreign competition. It ts . . 


. COM- 


pelling the entire U. S. nuclear economy to meet foreign com- 
petition and needs, which may ultimately mean lower costs and 
hence lead sooner to the primary goal of reactor development 
and competitively useful power, perhaps without extraordinary 


subsidies.” 


AUGUST 28, 1958 


222 





NUCLEAR POWER ABROAD IN MID-1958 


the second quinquennium is left for later 
determination. Moreover, to minimize the 
economic risks which the European utility 
industry participating in the reactor pro- 
gram will face, connected with uncertain- 
ties in construction, maintenance, operat- 
ing costs, and load factors, the U. S. will, 
for a 10-year period, guarantee ceiling 
costs for fabrication of fuel elements as 
well as a fixed life for these elements. The 
U. S. is to supply enough fuel to cover 
operating and other requirements for 
twenty years. The U. S. also accepts other 
undertakings with respect to nuclear ma- 
terial produced by EURATOM, etc. 


HE approximately six large-scale nu- 

clear power plants to be built by 
EURATOM by 1963 will be based on 
United States-type reactors, according to 
the AEC. The reactors will be built by 
American and European industry. Pres- 
ident Eisenhower’s message to the Con- 
gress noted that “To assist in meeting 
this problem the United States will pro- 
vide certain special and limited guaranties 
and incentives to permit American fuel 
fabricators and the European utilities and 
industries to enter into firm contractual 
arrangements with greater certainty as to 


the actual costs of nuclear energy from 
the reactors than is now possible.” 


N résumé, outside of the United States 
the greatest progress to date in har- 
nessing the atom for power has been made 
in Britain. The next forward step should 
develop on the European Continent, where 
both Italy—under World Bank encourage- 
ment—and France are pushing their re- 
actor programs with determination. The 
ratification of the U. S-EURATOM 
agreement will give added stimulus to re- 
actor development in the six European 
countries concerned, with ultimately bene- 
ficial effects on nuclear power in the U. S. 
Japan also, pressed by economic need, may 
not lag much behind Europe in this field 
in the next few years. In Canada, where 
necessity is less urgent, nuclear power is 
taking a more leisurely course. 

While the major industrial countries of 
the free world are on the road to atomic 
power on a basis that will compete with 
conventional sources of energy, the under- 
developed countries, anxious though they 
be for access to this great wonder of the 
twentieth century, must exercise patience 
until costs can be brought down and other 
problems solved. 





4 at ee pleaders for an immediate and all-out public works pro- 

gram seem to labor under the impression that this, of itself, 
is the magic answer to any and all our economic ills. What they omit 
to take mto account, however, is that any such program of the 
magnitude and extent proposed would take a good many months— 
as long as a year and perhaps longer—before its effects could be 


FW. 


“Public works spending has been an almost automatic proposal 
whenever a downturn shows indications of becoming serious. But 
Budget Director Percival F. Brundage noted on February 25th 
[1958] that ‘if we go into an extended public works program, it 
will be perhaps a year before those funds channel down to the 
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public at large. 


—EDITORIAL STATEMENT, 
Los Angeles Times. 
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The Market Price of Capital 


i article by Mr. Leonard A. O’Connor 
entitled “Some Critical Thoughts on 
Cost of Capital,” which appeared in the July 
17th issue of the Pustic Urivities Fort- 
NIGHTLY, brought a complex and controver- 
sial subject into sharp focus. His simile that 
using the cost of capital to determine a rate 
of return is like a dog chasing its tail is all 
too true but unfortunately too seldom recog- 
nized by both utility managements and reg- 
ulators. 

While I hesitate to add to an article 
so well presented I would like to make an 
observation, by way of emphasis, of the fact 
with which a merchandiser of securities is 
constantly confronted. Whether the buyer 
of the common stock is an individual or in- 
stitution, whether he is thinking of inflation 
or deflation, one of his major considerations 
is future earnings and dividends. Historical 
earnings are of no importance to the sophis- 
ticated investor and current earnings are of 
only passing interest. His primary considera- 
tion as to whether or not a stock should be 
bought is not where the company has been 
or is, but where it is going. Most anyone 
is willing to stick through a period of a low 
return if he can visualize greater rewards 
in the future. 

Since today’s market price is only inci- 
dentally predicated on current earnings but 
more importantly on future prospects, it is 
not even an inaccurate measure of the cost 
of capital. Remove the prospects of increas- 


= 


%o of 

Fixed 

Overall Charge 

Coverage 

Fixed Charges SEY 100% 
Charges & Pfd. Div. .. 2.84 75 
Chgs. Pfd. & Com. Div. 1.21 32 


Coverage 


OUT OF 
THE MAILBAG 


ing earnings and dividends and Houston 
Lighting & Power common stock would not 
sell to yield 2} per cent while its bonds afford 
a yield of better than 33 per cent. Is it valid, 
therefore, to say that the cost of common 
stock capital for Houston Lighting & Power 
is 2? per cent on a yield basis or 5 per cent 
on an earnings-price ratio? If the company 
were limited to such a return, the market 
price of the stock obviously would decline 
and on this basis the cost of capital would 
automatically increase. The market price of 
a stock is the product of the return obtained 
by the company and to reverse this concept 
is to confuse cause and effect. 


N answer to Mr. O’Connor’s implied ques- 

tion as to where else utility regulators 
could turn if they abandoned the cost-of- 
capital theory, may I temporarily step out of 
character and make a suggestion? In the 
twelve months ended March 31, 1958, the 
class A and B utilities covered their fixed 
charges 3.77 times, their charges and pre- 
ferred dividend requirements 2.84 times, and 
their charges, preferred and common divi- 
dends 1.21 times. These are about the normal 
ratios that maintain year in and year out. 
Taking the 3.77 times coverage of fixed 
charges as 100, the 2.84 coverage of fixed 
charges and preferred dividend requirements 
is only about 75 per cent of the coverage of 
the fixed charges alone. Similarly, the 1.21 
coverage of charges and all dividend require- 
ments is only 32 per cent of the coverage of 
the charges alone. Assuming that the going 


Cost of Various Types 
Of Capital Based on 
Varying Bond Interest Rates* 
33% 33% 4% 43% 
3.50% 3.75% 4.00% 4.25% 
4.67 5.00 5:33 5.67 
10.94 11.72 12.50 13.28 


44% 


*Obtained by dividing the bond interest rate by the percentage shown in column 2. 
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rate for bonds is 4 per cent and if this is 
divided by 75 per cent to measure the addi- 
tional risk entailed in a preferred stock, the 
cost of preferred stock money would be 5.34 
per cent, Carrying this theory down to the 
common stock, the 4 per cent bond rate would 
be divided by 32 per cent, indicating that the 
fair rate of return on a common stock, as 
measured by the risks involved in the low 
overall coverage, would be 12.50 per cent. 
From time to time the market might vary 
from these indicated costs but when the rela- 
tionships became too wide and one form of 
capital could be obtained on a more advan- 
tageous basis, the workings of supply and 
demand in the market place and in financing 
programs would soon correct any inequities. 
Such a substitute for the cost-of-capital 
theory and its fallacious premise has many 
advantages and certainly would simplify the 
process of rate making. 
—W. T. Hype, Jr., 
Partner, F. S. Smithers & Co., 
New York, New York. 


¥ 


Relocation Expense Reimbursement 


HE heavy relocation expenses incurred 

by utilities in highway building, par- 
ticularly interstate, may be a factor in higher 
rates being charged and to be charged for 
electric, gas, telephone, water, and sewer 
services in those states which do not provide 
for reimbursement to the utility. 

The traditional practice is that where the 
local government allows the use of the streets 
for utility facilities, the utility bears the cost 
of relocating its properties on the various 
rights of way in the event of improvements 
to the highway. 

The new interstate highways present a 
different situation in that they generally do 
not allow utilities the use of the right of way. 
The width of the right of way which the 
utilities must move out of the way of and 
the acceleration of building involved in the 
interstate system necessitate an amount of 
relocation far beyond that which would or- 
dinarily be encountered and represents work 


beyond the original consideration for the 
use of the streets, 

Is it, then, fair that the utility user, ex- 
cept where existing highways are taken over 
as they are, should have to bear all this extra 
expense which is of no benefit to him as a 
consumer, but is incurred solely for the bene- 
fit of the highway user? 

The Federal-Aid Highway Act provides 
for paying the entire construction expenses 
including relocation costs from the federal- 
state matching funds where state laws pro- 
vide for it. Thus, in the case of interstate 
highways, the state could relieve the utility— 
that is, the consumer—of the obligation by 
paying 10 per cent of the cost. One would 
think that more than 18 states would wel- 
come the opportunity to thus benefit their 
own citizens. 


He directors should note that re- 
imbursing utilities for interstate high- 
way relocations does not mean that the 
amount available for highway construction 
is reduced by the amount of the relocation 
cost since future allocations will be made on 
the basis of need. A state which reimburses 
the utilities will need more to complete the 
interstate system in the state. 

If, as a matter of general policy, some 
states still want to charge utilities, including 
municipally owned and REA co-operatives, 
with responsibility for relocations which 
they do not originate, provision for reim- 
bursement in the case of interstate highways 
only can be made. 

While the amount for relocation is small 
compared with the total cost of highway con- 
struction, it looms large with relation to 
utilities which have large concentrations in 
urban areas and in the case of small com- 
panies which happen to be in the path of 
the highway. 

Proper legislation on reimbursing utilities 
for relocation expenses would ease the in- 
equitable load on local citizens who pay the 
utility bills and put the burden where it be- 
longs ; that is, on the highway user for whose 
benefit the improvements are made. 

—ALFRED S, TRASK, 
Washington, D. C. 
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Utility Advertising 

oem utility companies will be given 

an opportunity to justify their account- 
ing treatment of costs for advertising 
which touches on matters relating to the 
private versus public power controversy. 
Early this month, the Federal Power 
Commission issued an order questioning 
the way 76 electric utilities accounted for 
costs of a series of advertisements which 
appeared during 1957 in national maga- 
zines. The ads were part of the Electric 
Companies Advertising Program under 
sponsorship of “America’s Independent 
Electric Light and Power Companies.” 

The FPC staff has noted that some of 
the copy related to a political controversy 
concerning investor versus government 
ownership of electric facilities, and takes 
the position that such costs should be ac- 
counted for as a miscellaneous income de- 
duction rather than an electric utility op- 
erating expense, as proposed by the com- 
panies involved. 

The staff has calculated the total cost 
in question to be $863,130, representing 
43.25 per cent of the total cost ($1,995,- 
661) of all copy placed under the 1957 


Electric Companies Advertising Program. 
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Washington and 


the Utilities 


In the aggregate, the contributions of the 
76 companies named, or their corporate 
predecessors, calculated to be applicable 
to the copy in question, totaled $557,646. 

The commission, at the request of sev- 
eral companies, has agreed to hold a hear- 
ing, which has been set for October 7th 
in Washington, D. C. A prehearing con- 
ference has been scheduled for September 
9th. The commission expressed a hope 
that such a conference would be utilized 
to simplify the procedure by which pres- 
entation may be made at the hearing. 

The commission’s decision to investi- 
gate the accounting treatment of advertis- 
ing costs dealing with current political 
controversies comes on the heels of an In- 
ternal Revenue Service ruling holding 
such costs to be nondeductible as a busi- 
ness expense for income tax purposes. The 
ruling has been the subject of wide debate 
in editorials throughout the country and 
its legality is now being questioned in the 
courts. 


HE most recent comment on the rul- 
ing comes from Sherman R. Knapp, 
president of Connecticut Light & Power 
Company, who has accused the Internal 





WASHINGTON AND THE UTILITIES 


Revenue Service of hanging a “sword of 
Damocles” over the heads of privately 
owned power companies. Knapp asserted 
that the advertising program at which the 
ruling is aimed was meant to help “foster 
sympathetic public opinion” so that pri- 
vately owned utilities “can maintain a 
competitive position” and attract new 
growth capital. 

“Aside from advertising specific sales 
and services,” Knapp said, “there is rela- 
tively little that business can say to the 
public that cannot be interpreted to have 
some possible effect on some legislation.” 
He noted that attempts to have the gov- 
ernment define what is meant by “the pro- 
motion or defeat of legislation” have been 
fruitless. 

Knapp warned that “it’s only a step” 
from a not “allowable” business expense 
to a not “legitimate” business expense. 
“Whatever is not legitimate can be legis- 
lated against,” he argued, pointing out 
that in this way business could be pre- 
vented by law from telling its story. “It 
would almost seem as though the provision 
of a sword of Damocles is intentional,” 
he said. “Under such circumstances the 
federal government has a weapon to use 
on those with whom it disagrees.” 


* 
AEC Authorizations 


A expected, the President signed the 
$396.7 million atomic energy author- 
ization bill, but not without some stinging 
criticism of several of its provisions. The 
bill contained double the amount of new 
authorizations requested by the adminis- 
tration, including a provision for a $145 
million plutonium-producing reactor to 
be built at Hanford, Washington. 

In a special message to Congress, the 
President said he was signing the bill “‘be- 
cause it advances various atomic energy 
projects required for defense and peace- 
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ful purposes.” However, he declared, “cer- 
tain of its provisions are undesirable.” 
The President said he felt “obliged to urge 
the Congress to guard more vigilantly 
against the ever-present tendency to bur- 
den the government with programs .. . 
the relative urgency and essentiality of 
which have not been solidly determined.” 

In addition to the plutonium reactor, 
funds for which may be frozen by the 
administration, the President also objected 
to limitations placed on the Atomic En- 
ergy Commission’s management of the 
Atomic Power Development Program. 
These limitations, he said, “impede rather 
than accelerate the achievement of eco- 
nomic atomic power” by discouraging pri- 
vate participation. Furthermore, he said, 
“they tend to involve the government un- 
necessarily in the construction and opera- 
tion of full-scale atomic power plants.” 

Restrictive time limits on the AEC’s 
negotiations with industry for constrtuc- 
tion of a $51 million gas-cooled power re- 
actor were also criticized by the President 
He said the restrictions would force th» 
government to make an “unavoidable” 
outlay of $51 million plus “large operating 
expenditures” in the future. Urging Con- 
gress to withhold appropriations for this 
reactor, the President said industry should 
be given a chance to make proposals for 
joint government-private enterprise fi- 
nancing of the project. He promised to 
request appropriations for the reactor if 
he thought the program was sound. 


HE President also told Congress it 
was putting the government further 
in the red by authorizing $39 million in 
research facilities and power reactor de- 
signs which he did not request. He com- 
plained that these projects had been writ- 
ten in “without adequate consideration of 
other pressing governmental needs.” 
Congress, and particularly the Joint 
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Committee on Atomic Energy, is show- 
ing no disposition to go along with the 
President on domestic atomic energy pol- 
icy. Most of the President’s objections 
were stated prior to passage of the bill 
and received scant attention when the bill 
was debated. The result is that Congress 
and the administration appear to be as far 
apart as they ever were on atomic power 
legislation. 


& 
Regulatory Ethics 


banana regulatory commissions have 
been busy in recent weeks drawing up 
codes of ethical conduct, in the wake of 
disclosures before the House Subcommit- 
tee on Legislative Oversight of irregulari- 
ties at the FCC and elsewhere. In the case 
of the FCC, the subcommittee has ap- 
proved legislation which would impose a 
code of ethics on that agency and which 
directs the commission to draw up its 
canons of conduct within six months. 
The SEC and FPC have both voluntarily 
adopted their own codes. 

The proposed FCC code is aimed at 
prohibiting outside influence on members. 
It forbids any person from communicat- 
ing, directly or indirectly, with any mem- 
ber of the FCC or its staff unless notice 
of intention is given and an opportunity 
provided for all parties concerned to par- 
ticipate in the meeting. The commissioners 
would be obliged to make records of all 
unauthorized communications they re- 
ceive. 

The code is intended to apply to mem- 
bers of Congress, as well as FCC person- 
nel, but Congressmen would still be per- 
mitted to inquire about the status of a 
particular case in which they are inter- 
ested. Commissioners would be forbidden 
to accept fees for speeches or written ar- 
ticles. Under the new law, the President 


would be authorized to remove any com- 
missioner from office for neglect of duty 
or malfeasance in office, but for no other 
reason. 

As might be expected, the codes volun- 
tarily adopted by the SEC and FPC cover 
roughly the same area as the proposed 
FCC code. The SEC code instructs mem- 
bers of the commission to reject any ef- 
forts by the White House or Congress to 
influence their actions. Members may so- 
licit the views of interested persons in a 
case, but may not discuss pending cases 
with persons outside the commission. The 
code prohibits the acceptance of gifts, fa- 
vors, services, or lavish hospitality from 
anyone with whom business is being trans- 
acted on behalf of the United States. 

The FPC code, covering commission- 
ers and staff members, forbids commis- 
sion personnel to discriminate unfairly 
through the dispensing of special privi- 
leges. Nor may they accept favors or bene- 
fits which might be construed by reason- 
able persons as designed to influence the 
work of the commission. The FPC canons 
also instruct personnel to avoid business 
dealings with the government involving 
their own interests which might conflict 
with the interest of the commission. 


y 


Public Works Bill Killed 
He Republicans combined with 


southern Democrats to kill a major 
Democratic antirecession bill which would 
have provided $2 billion in loans to mu- 
nicipalities and counties for construction 
of public facilities. A similar bill, provid- 
ing $1 billion in loans, had already passed 
the Senate. Since that time, however, 
signs of business recovery and indications 
of a $12 billion federal budget deficit next 
year considerably cooled congressional en- 
thusiasm for pump-priming proposals. 
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The Private Lines Case 


_— month the Bell system filed “under 
protest” tariffs which would cut rates 
for private telephone networks by 15 per 
cent. The action was taken in compliance 
with a recent order of the Federal Com- 
munications Commission. The new lower 
rates will become effective on August 24th. 
A statement released by the company with 
the filing of the tariffs said that the re- 
duction would mean a loss of between $9 
million and $10 million in annual revenues 
at current volumes. 

“In our opinion,” the statement said, 
“the order of the FCC is unjustifiable in 
view of the confiscatory overall rate of 
return that it will establish for private 
line services.” Private or leased telephone 
networks are used primarily by business 
organizations and large institutions. 

It was back in 1955 when the Long 
Lines Department of the American Tele- 
phone and Telegraph Company filed mul- 
tiple channel tariffs with the FCC, de- 
signed. to provide volume discounts for 
large users. Western Union Telegraph 
Company protested and the FCC sus- 
pended the tariff and ordered an investiga- 
tion. AT&T and Western Union began 
negotiations to see whether they could 
resolve their differences. These negotia- 
tions, at FCC direction, led to the develop- 
ment of the “agency plan” which now 


exists between Western Union and the 
Bell system. As a result, Western Union 
withdrew its protest. 

The FCC broadened the issues, however, 
in March, 1956, to make a general investi- 
gation of all private line services except 
radio and TV program services. Both 
Long Lines and Western Union were re- 
quired to make cost studies of the services, 
then to consider interim rate changes 
which might be required to eliminate ma- 
jor inconsistencies, and finally to proceed 
with an orderly study of long-range rate 
requirements. 


osT studies were filed early in 1957. 
Then formal hearings were started. 
Next came a new development from a dif- 
ferent quarter. In February, 1958, the 
General Services Administration, an in- 
tervener on behalf of governmental agen- 
cies which are large users of private serv- 
ices, petitioned the FCC for an immediate 
25 per cent cut in private line telephone 
rates. AT&T objected vigorously. It was 
pointed out that, while earnings on tele- 
phone grade services were reasonably 
good, as they should be, those on teletype- 
writer services were only about 1} per 
cent based on 1957 conditions, and earn- 
ings on the combined services were just 

54 per cent. 
The FCC hearing examiner last May 
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ordered Western Union and AT&T to 
submit proposals for an interim adjust- 
ment of private line teletypewriter rates 
by June 26th. The commission staff also 
requested AT&T to submit proposals for 
private line telephone rates at the same 
time. 

Last June, in response to GSA’s petition, 
the commission ordered AT&T to make 
a 15 per cent reduction in private line tele- 
phone rates, to be effective August 24, 
1958. This would reduce earnings on this 
service to 73 per cent, and on combined 
telephone and teletypewriter services to 
less than 43 per cent, which is a confisca- 
tory level. 

Western Union and AT&T later sub- 
mitted rate proposals in accordance with 
the examiner’s order. AT&T also submit- 
ted a proposal to simplify private line 
telephone rates and this proposal had the 
incidental effect of lowering by a small 
amount the earnings on this segment of 
the business. The AT&T proposal on tele- 
typewriter rates involved an increase that 
would produce earnings of about 7} per 
cent. Even with this increase, the teletype- 
writer rates would be 30 to 50 per cent 
below prewar levels. 


O* July 7th, AT&T filed a petition ask- 
ing the commission to rescind its rate 
cut order of June 25th. The petition stated 
that earnings of around 10 per cent on 
the telephone services were entirely reason- 
able considering the nature of the services 
and their high value to the customer. It 
pointed out that a reduction in the better 
earning segment should not be made with- 
out considering the relationship between 
this and the lower earning segment. 
The telephone company’s basic position 
continues to be that there is no justifica- 
tion in cutting rates on any part of its 
business. Especially in today’s economy, 
as government itself has been urging, it 
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is argued that every effort should be made 
to keep companies strong and healthy so 
they can take new risks, increase produc- 
tivity, sell more goods, and employ more 
people. The companies contend there is 
no formula for pushing profits down with 
one hand and pulling business up with 
the other. 


> 


Rochester Rates Boosted 


p bee Rochester Telephone Corporation, 
one of the largest independent tele- 
phone companies in the United States, 
serving the city of Rochester and Monroe 
county in New York, has been granted a 
$2,050,000 rate increase by the New York 
Public Service Commission by a vote of 
4 to 1. The increase, which will raise phone 
rates 35 cents to $1.50 a month, depending 
on the subscriber’s location, came in a com- 
mission decision based on three days’ 
hearings in Rochester in May and June. 

The new rates will be used to improve 
the firm’s earnings picture and thus enable 
it to finance further expansion and mod- 
ernization of service through issuance of 
a new 5 per cent preferred stock issue. 

Four of the five public service commis- 
sioners concurred in an opinion by Com- 
missioner Spencer B. Eddy, who presided 
at the hearings in Rochester. In the opin- 
ion, Eddy hit telephone management for 
“inexcusable” failure to provide adequate 
service in some areas, but conceded “the 
many difficulties which face the . . . com- 
pany.” 

Speaking of three service problem ex- 
changes, Eddy said the “spoken and writ- 
ten word do not seem to have been as 
effective as they might have been, if we 
view the past. We hope this token action 
will produce better results.” 


F. eening telephone rate increases are 
almost universal for the company’s 
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265,000 to 270,000 subscribers, a small 
number will wind up with reduced rates. 
These few—a company spokesman said 
accurate information as to their number 
was unavailable—will pay a higher base 
rate, but their mileage rate will be elimi- 
nated, leaving them with slightly less total 
expenses. 

Donald H. Campbell, president of the 
company, said all service defects pin- 
pointed by commission inspectors last 
April were corrected immediately, and 
that the company has a new check-back 
system for co-ordinating reports of 
trouble. (See, also, page 358.) 


¥ 


California Bombshell 


— G. Brown, California attorney 
general, has been aiming at the public 
utility companies in his recent criticism 
of the refusal of some utilities to take ad- 
vantage of accelerated depreciation in de- 
termining federal income tax liability. 
Campaigning for governor of California 
against U. S. Senator William F. Know- 
land, Brown, a Democrat, has asked the 
California commission to compel utility 
companies to take advantage of accelerated 
tax depreciation whether they want to or 
not—so that “tax savings” can be passed 
on to ratepayers in the form of reduced 
rates. 

The move would involve all of the 
state’s utility companies, but would prin- 
cipally hit telephone companies, including 
Pacific Telephone & Telegraph Company 
(a Bell system company), which have not 
generally used the accelerated depreciation 
method of determining their federal in- 
come tax. 

Although the federal statute seems pret- 
ty clear in permitting the use of such tax 
computations in the form of “elections,” 


Brown takes the position that any utility 
eligible to reduce its taxes by speeding up 
depreciation deductions should be com- 
pelled to do so for the benefit of the rate- 
payers. It has been informally estimated 
that Brown’s petition to the California 
commission would involve a total of a 
billion dollars in all kinds of California 
utility rates. 
> 


Delaware Phone Rate Reversal 


—o the Delaware Public Service 
Commission in four of its rulings in 
the Diamond State Telephone Company 
rate increase case, Superior Court Judge 
James B. Carey recently ruled in Wilming- 
ton in favor of the utility to the tune of an 
estimated $268,703. Commission Chair- 
man Norman B. Baylis said the board did 
not know immediately whether it would 
appeal the decision to the Delaware su- 
preme court. The Delaware commission 
last January 15th denied the company 
$778,334 of $1,880,000 it sought in in- 
creased rates. In arguments before Judge 
Carey on April 18th, Diamond State 
sought restoration of $286,703 of the 
amount eliminated. The judge’s decision 
makes restoration possible. 

Reversed by the court were commission 
rulings of refusal to include cash working 
capital in the rate base, refusal to allow 
the full amount of federal income taxes 
as an expense, and disallowance of char- 
itable contributions. Also upset by the 
court was the commission ruling which 
the company claimed “overstated” its an- 
ticipated revenues and interest based on 
new construction. Judge Carey said he 
was bound by former Judge Caleb R. 
Layton III’s rulings on the first three 
points in a previous rate case. Judge Lay- 
ton is now a federal court jurist. 
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Selecting the New Growth 
Utilt’tes 
eee, Sc. er & Company’s 

20-page researcl. study, “Compara- 
tive Data on Selected Electric Utility 
Company Common Stocks,” issued about 
July 2nd, contains some interesting ideas 
for investors, plus a valuable summary of 
statistical data. 

The study includes: (a) A tabulation 
of fifty leading electric utilities, with the 
usual statistics and ratios, plus an esti- 
mate of share earnings if the rate of re- 
turn should be adjusted up or down to 6 
per cent. (b) A table of scheduled in- 
creases in generating capacity (the five 
leaders being Idaho Power, Gulf States 
Utilities, Florida Power & Light, Hous- 
ton Lighting, and Delaware Power & 
Light). (c) A study of growth perform- 
ance records with respect to revenues, 
share earnings, dividends, and market 
price, with the stocks arranged by areas. 
(d) A summary of “current attractive 
values’ based on the following factors 
(in addition to yield and P-E ratio): 
character of rate base allowed, and atti- 
tude of the regulatory commission; status 
of rate cases; construction and financing 
plans; and current or anticipated events. 
(e) Individual comment and recommen- 
dations on the 50 stocks. 

The study draws some interesting con- 
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Financial News 


and Comment 


By OWEN ELY 


clusions on growth utilities. Of the 50 
utilities analyzed, three (American Elec- 
tric Power, Cincinnati Gas & Electric, and 
Houston Lighting) showed steady in- 
creases in market price for eight succes- 
sive years (1950-57). Four others—Flor- 
ida Power & Light, Oklahoma G&E, 
Puget Sound Power & Light, and Texas 
Utilities—have increased in price every 
year since their listing on the New York 
Stock Exchange. Cleveland Electric II- 
luminating and Detroit Edison advanced 
in seven of the eight years, remaining 
steady in one year; the same was almost 
true for General Public Utilities, Illinois 
Power, and Public Service of Colorado, 
since the price decline in one out of eight 
years was only nominal. 


: | ‘HE firm feels that the capital gain 
opportunities in utility common 
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stocks are perhaps not fully recognized. 
The management of a leading closed-end 
investment company has found that its 
utility portfolio showed some apprecia- 
tion in value every year for the last ten 
years, while in seven of the ten years the 
gain in the utility group exceeded that of 
the industrial portfolio. In 1957 the in- 
vestment company’s utility common 
stocks gained 8.3 per cent while the Dow- 
Jones industrial average declined 12.7 
per cent; and for the full ten-year period 
the utility holdings gained 277 per cent 
versus 140 per cent for the Dow-Jones in- 
dustrial average—although this was an 
inflationary period, supposedly adverse to 
utilities. 

Despite these fine records, together 
with the fact that electric utility earnings 
are usually quite well maintained during 
business recessions, it must be borne in 
mind that the utility group as a whole has 
been somewhat vulnerable to general mar- 
ket conditions even at times when it 
should theoretically be favored by dle- 
clining money rates. Thus the 50 utility 
stocks covered by the study declined as a 
group about 15 per cent and 13 per cent, 
respectively, in the recessions of 1948-49 


and 1952-53. 


b (es study points out the importance 
of analyzing growth factors. Even 
with neighboring utilities which appear 
to operate under similar area trends and 
similar regulatory climates, there may be 
wide divergence in the growth of reve- 
nues, share earnings, dividends, and mar- 
ket prices. Another point to keep in mind 
is that while sectional conditions are im- 
portant, they are also subject to change. 
Thus any political change in regulatory 
thinking in the Pacific Northwest would 
be of special interest. Another interesting 
suggestion is that investors’ apparent 
prejudice against “big city” utilities may 


be overdone. The data in the study are 
said to indicate that in many instances the 
record of the big city utilities would war- 
rant a less conservative attitude toward 
these issues. 


| iw studying individual stocks, it is im- 
portant to find out whether they are 
“getting ahead of themselves” by planning 
for too much new generating capacity. 
The electric utility industry, like every 
other industry, is somewhat vulnerable to 
overexpansion — though the “growth 
utilities’ can overcome this handicap 
more readily than the others. Scheduled 
increases in generating capacity should be 
watched (in relation to projected peak 
loads) for possible signs of overexpan- 
sion, taking into account purchased and 
interchangeable power. 

Regarding the current position of the 
utility market, following the sharp ad- 
vance since last October, the brochure 
states : 


The spread between the yields of 
high-grade utility bonds and pre- 
ferreds versus common stocks is about 
the narrowest since 1946. An advan- 
tage of only .05 per cent for preferreds 
and .76 per cent for bonds over com- 
mons suggests caution and currently 
emphasizes the need for a utility buy- 
ing policy with more than usual atten- 
tion paid to stocks with possibilities of 
dividend increases on top of an already 
adequate return, especially if preserva- 
tion of principal is a prime investment 
objective. 


Siew study concludes that the best op- 
portunities for capital gains in elec- 
tric utility equities may now be in other 
issues than those presently popular with 
investors. Many growth stocks have been 
selling close to their all-time highs, and 
have not experienced the sharp declines 
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UTILITY TALKS AT THE LUNCHEON FORUMS OF THE NEW YORK SOCIETY 
OF SECURITY ANALYSTS—NOVEMBER 30, 1955, TO AUGUST 31, 1958 


Date 


12/ 7/55 
12/14/55 
12/21/55 
12/28/55 
1/ 4/56 
1/ 9/56 
1/18/56 
1/25/56 
2/ 1/56 
2/ 8/56 
2/15/56 


3/13/57 


Topic 


Peoples Gas Light & Coke Co. 
Eastern Utilities Associates 
New England Electric System 
Panhandle Eastern Pipe Line Co. 
Public Service Company of Colorado 
Eastern Gas & Fuel Co. 
Arkansas Louisiana Gas Co. 
Tennessee Gas Transmission Co. 
Equitable Gas Co. 

Electric Utilities in 1955-56 
Southern Company 

Tampa Electric Co. 
Transcontinental Gas Pipe Line Corp. 
Oklahoma Natural Gas Co. 
Kansas Power & Light Co. 
Arizona Public Service Co. 
Consumers Power Co. 

Montana Power Co. 

British Columbia Power Co. 
Iowa-Illinois Gas & Electric Co. 
Minnesota Power & Light Co. 
Central Illinois Light Co. 
Central Ill. Public Service Co. 
National Fuel Gas Co. 
Peninsular Telephone Co. 
Central Maine Power Co. 
Florida Power Corp. 

Missouri Public Service Co. 

El Paso Natural Gas Co. 
American Gas & Electric Co. 
Southwestern Public Service Co. 
Washington Water Power Co. 
General Public Utilities Corp. 
United Gas Corp. 

American & Foreign Power Co, 
General Telephone Corp. 
Carolina Power & Light Co. 

Gas Service Co. 

N. Y. State Electric & Gas Corp. 
Mississippi River Fuel Corp. 
Detroit Edison Co. 

Northern States Power Co. 
Indianapolis Power & Light Co. 
Connecticut Light & Power Co. 
Boston Edison Co. 

Washington Gas Light Co. 
Montana & Dakota Utilities Co. 
Natural Gas Regulation 
Gas—Its Relation and Potential 
South Jersey Gas Co. 

Texas Eastern Transmission Corp. 
Central Louisiana Electric Co. 
International Tel. & Tel. Corp. 
Edison Electric Institute 
Northern IIlinois Gas Co. 
Annual Review, Electric Utilities 
Securities and Exchange Commission 
Wisconsin Power & Light Co. 
Brooklyn Union Gas Co. 

Utah Power & Light Co. 
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Date 


3/20/57 
3/27/57 
4/ 3/57 
4/10/57 
4/17/57 


8/ 7/57 
9/11/57 
9/25/57 
10/ 2/57 
10/ 3/57 
10/ 9/57 
10/11/57 
10/16/57 
10/23/57 
10/30/57 
11/ 4/57 
11/ 8/57 
11/13/57 
11/20/57 
11/27/57 
12/ 4/57 
12/11/57 
12/12/57 
1/ 3/58 
1/ 8/58 
1/15/58 
1/22/58 
1/29/58 
2/ 5/58 
2/19/58 


2/26/58 


5/14/58 
5/21/58 
6/ 4/58 
6/18/58 
7/16/58 


Topic 

Southern California Edison Co. 
Florida Power & Light Co. 
Kentucky Utilities Co. 
San Diego Gas & Electric Co. 
Pacific Power & Light Co. 
Consolidated Natural Gas Co. 
Greyhound Corp. 
United Gas Improvement Co. 
Middle South Utilities, Inc. 
Idaho Power Co. 
Pacific Lighting Corp. 
Southern Natural Gas Co. 
Western Union Telegraph Co. 
Forum on Current Utility Topics 
E! Paso Natural Gas Co. 
General Waterworks Corp. 
Baltimore Gas & Electric Co. 
Commonwealth Edison Co. 
Solar Energy 
Southwestern Pub. Serv. Co. 
Mountain Fuel Supply Co. 
Green Mountain Power Corp. 
Florida Utilities Commission 
Central Vermont Public Ser. Corp. 
Houston Lighting & Power Co, 
Hudson & Manhattan R.R. Co. 
Deferred Tax Accounting 
Arkansas Louisiana Gas Co. 
Niagara Mohawk Power Corp. 
Pacific Gas & Electric Co. 
Securities and Exchange Commission 
Alabama Gas Corp. 
California Electric Power Co. 
Kansas Gas & Electric Co. 
Maine Public Service Co. 
Duquesne Light Co. 
Depreciation 
Natural Gas Case 
Consolidated Edison Co. 
Illinois Power Co. 
Central Hudson Gas & Elec. Corp. 
Oklahoma Gas & Electric Co. 
Annual Review, Electric Utilities 
Need for Greater Selectivity in 

Utility Equities 
Oklahoma Natural Gas Co. 
Wisconsin Public Service Corp. 
Hackensack Water Co. 
Iowa Power & Light Co. 
Western Massachusetts Companies 
Delaware Power & Light Co. 
Interstate Power Co. 
EI Paso Electric Co. 
Kansas City Power & Light Co. 
Mississippi River Fuel Corp. 
Portland General Electric Co. 
Arkansas-Missouri Power Co. 
Houston Natural Gas Corp. 
General Telephone Corp. 
Transcontinental Gas Pipe Line Corp. 
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which most industrial growth stocks ex- 
perienced earlier. 

It may be noted that during the period 
since the study was issued the market has 
borne out this viewpoint, with most utili- 
ty growth stocks marking time while 
many industrial issues have enjoyed sub- 
stantial advances. However, bond and 
preferred stock prices have been declin- 
ing, so that the yield spread has tended to 
widen somewhat. 


¥ 


“Free Riders” and Inflation 
Fears Upset Bond Market 


HE bond market, which suffered a 
severe decline last summer and 
staged a sharp recovery in December and 
January after the FPC announced its 
easy money policy, has now taken fright 
again and dropped sharply. The principal 
causes appear to be (1) the precipitate de- 
cline in new U. S. government bonds re- 
sulting from overspeculation by “free 
riders”; (2) raising of margin require- 
ments on new stock purchases from 50 to 
70 per cent, which led to fears that the 
Fed’s easy money policy was being re- 
versed; (3) speculative switching from 
bonds to stocks, since the stock market 
has continued to advance buoyantly; and 
(4) announcement of plans for heavy 
corporate financing in the next few weeks. 
There has also been some disappoint- 
ment that the Federal Reserve Board has 
not given greater support to the govern- 
ment bond market, in view of its an- 
nouncement several weeks ago that it 
would purchase bonds in addition to the 
usual short-term Treasury bills. Belated- 
ly, this is now interpreted to mean that it 
will support bonds at times when new fi- 
nancing by the Treasury is under way. 
“Free riders” in new issues of govern- 
ments enjoyed a field day with earlier is- 
sues, but overstayed their market. Specu- 


lation was increasingly rampant in the 
latest issues, with many unseasoned spec- 
ulators taking on large holdings on a very 
thin margin basis (1 per cent on very 
short paper and 5 per cent on long-term 
bonds). Many of these weak holders have 
been forced out by margin calls, and this 
selling has aggravated the situation. 


y= corporate issues have bcen less 
affected than governments, the en- 
tire market has been upset. (See chart, 
page 336.) Time in its July 7th issue 
reported that “The market was so sat- 
urated that Standard Oil of California de- 
cided to withdraw a planned $150 million 
offering because the underwriters’ sug- 
gested price was too high. A $20 million 
issue by Pacific Power & Light Company 
was tough to sell even with a yield of 
4.35 per cent. Moreover, when two syndi- 
cates that had been supporting the AA- 
rated issues of Illinois Power Company 
and Niagara Mohawk Power Corpora- 
tion withdrew their support, the bonds 
immediately dropped a point or two and 
still had trouble finding buyers. Halsey, 
Stuart & Company, with a $50 million 
Consolidated Edison issue, was also in 
trouble, but it extended its underwriting 
pact in hopes of getting out of its com- 
mitment at a better price in the next few 
weeks.” 

As of this writing (August 12th) the 
two $20 million offerings of Utah Power 
& Light and Montana Power have been 
postponed. After some hesitation Con- 
solidated Natural Gas has decided to go 
ahead with its $45 million offering of 
debentures. Three other important issues 
remain scheduled for August as follows: 
August 20th, $60 million Public Service 
Electric & Gas bonds; August 25th, $50 
million Southern California Edison 
bonds; and August 26th, $40 million New 
England Telephone & Telegraph deben- 


tures. 
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wane there is no government financ- 
ing of importance expected before 
October, a number of big corporate issues 
are pending. Standard Oil of California 
is still waiting to sell $150 million bonds, 
Sears, Roebuck has announced plans to 
sell $350 million bonds in September, and 
Standard Oil of Indiana expects to sell 
$200 million bonds. The New York State 
Power Authority recently announced that 
it would sell $200 million bonds ‘‘in the 
near future.” Thus the outlook for any 
sizable near-term recovery in the bond 
market does not look very promising. 


However, as Barron’s remarked editorial- 
ly, “nothing would be more helpful to 
bond prices than a sizable correction in 
the stock market.” 


¥ 


Public Power Now in the 
Atomic Field 
 Pegreasnenie were scheduled early in 

August to mark the beginnings of a 
22,000-kilowatt nuclear power plant for 
the Rural Co-operative Power Associa- 
tion of Elk River, Minnesota—considered 
a possible opening wedge for other REA 
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JULY UTILITY FINANCING 
PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 


Aver. Yield 
For 
Offer- Securities of 
Similar 
Quality 


Success 


Of 
Moody Offer- 
Rating ing 


Under- 
writing ing 
Spread Yield 


Price 
Description To 
Bonds and Debentures Public 


Orange & Rockland Utilities 

Ist 44s 1988 
Florida Power Corp. Ist 44s 1988 .... 
Northern States Power ( Minn.) 

Ist 4s 1988 
30.0 Southern Nat. Gas Deb. (s.f.) 

44s 1978 

25.0 Tampa Elec. Ist 44s 1988 
6.5 El Paso Elec. Ist 44s 1988 

.0 El Paso Elec. Deb. (s.f.) 44s 1978 .... 
15.0 Washington Water Power Ist 48s 1988 
35.0 Nat. Gas Pipeline Co. of America 

Deb. (s.f.) 43s 1978 
Otter Tail Power Ist (s.f.) 44s 1988 .. 


Preferred Stocks 
Laclede Gas 5% (s.f.) Pfd. 
Boston Edison 4.78% Pfd 
Washington Gas Light $5 Pfd........ 
Nat. Gas Pipeline Co. of 
America 53% Pfd. 
Missouri Public Service 5.52% Pfd. .. 


Date Amount 
(Mill.) 
7/1 $10.0 


7/2 25.0 
7/9 30.0 


4.16 Baa 


3.97 


.94C 
79C 


.61C 


79C 
1:19C 
.74C 
.92C 
84N 


1.25N 
1.59C 


4.35% 
3.98 


102.50 
102.53 


100.00 


100.00 
102.58 
102.58 
101.99 
100.42 


99.00 
100.80 


AON 
1.80N 
2.00N 


2.75N 
2.99C 


25.00 
101.80 
100.00 


100.00 
103.13 


7/24 
7/31 


Common Stock—O ffered to Stockholders 
Northwestern Public Service 
Common Stock—O ffered to Public 


Pacific Lighting é : S) 
Washington Water Power E ‘ 4.9 
Idaho Power : : 3.9 


7/24 = 1.0 


0 4.55 
4.31 
5 4.31 


7/15 46.3 
7/23, 8.1 
7/24 14.2 


C—Competitive. N—Negotiated. a—Reported the issue was well received. b—Reported the 
issue was fairly well received. c—Reported the issue sold somewhat slowly. d—Reported the 


issue sold slowly. e—Only 80 per cent subscribed. 
Source, Irving Trust Company 
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atomic plants. The co-op began operating 
in 1940 with a 3,750-kilowatt diesel 
plant, now has five diesel and one steam 
plants. Sales last year were 153 million 
kilowatts against 4 million in 1940. 

Of the total cost of the project the co- 
op will supply $1,750,000 and the AEC 
$11,445,000. The government will retain 
title, and sell power to the co-op. Total 
cost per kilowatt-hour works out at $600 
or nearly four times the cost of a steam 
plant ; however, co-op officials are hopeful 
that this will be cut in half, since an ex- 
perimental reactor produced twice its est:- 
mated capacity. 


¥ 


Progress with the Heat Pump 


aeraped has been made in this de- 
partment (June 19th issue) regard- 
ing the substantial progress made last 
year in installing electric heat pumps. 
Standard & Poor’s, in its recent Industry 
Survey bulletin on the electric utilities, 
presented an interesting story, which we 
summarize as follows: 

The cost of the heat pump now ranges 
around $2,500-S3.000 for a house priced 


e 


at $15-20,000. But elimination of the con- 
ventional heating apparatus and of a cen- 
tral air-conditioning unit—the functions 
of both are combined in the heat pump— 
means that the additional cost is increased 
by only about 15-20 per cent. This in- 
creased cost is expected to be reduced or 
eliminated as the heat pump gets further 
into mass production. 


| geenane operating costs, these of 
course fluctuate with climate and resi- 
dential electric rate schedules. Available 
data, according to the bulletin, suggest 
that operating costs are no. out of line 
with the cost of conventional heating 
units, and further improvement in this 
respect is anticipated. In any event, cus- 
tomers will probably be willing to pay ex- 
tra because the heat pump provides a 
more steady and even flow of heat, cleans 
and filters the air, and removes excess 
moisture. 

As with gas heat it also eliminates 
the problem of storing fuel. To what 
extent it will reduce service problems 
now encountered by householders using 
coal or oil is not indicated. 


DATA ON ELECTRIC UTILITY STOCKS 


8/7/58 Divi- 
Price dend 
About Rate 


Annual 

Rev. 

‘Miit.) 

American Elec. Power .... 
Arizona Public Serv. 
Arkansas Mo. Power .... 
Atlantic City Electric .. 
Baltimore Gas & Elec. 
Bangor Hydro-Electric ... 
Black Hills P. & L. ...... 
Boston Edison 

Calif. Elec. Power 

Calif; Ores. Power ....... 
Calif. Pac. Util. 

Carolina P. & 

Cent. Ifudson G. & E. .... 
Ce LAE Og Ce 
Cent. Ill. Light 

53 CoN i (he a. ae 
15 Cent. Louisiana Elec. 
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3284 
50 


11 

32 

142 
4 


6 
104 
24 
23 
8 
67 
30 
23 
oy 
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Approx. 
teld 


3 


PSPPAAPMP ANNA boo 
NUD PN We Op A Loe 


Aver. 
Incr. 
In Sh. 
% In- Earns. 
crease 1952-57 


9% 


Approx. 

Div. Common 
Pay- Stock 
out Equity 


Price- 
Earn. 
Ratio 


19.8 


Recent 
Share 
Earnings 


6% $2.22My 

9 1.89Te 
1.43Ma 7 
1.79]Te 7 
2.15Je 
2.16Ma 
2.11Ap 
3.12De 

*1.02Ma 
1.91Fe 
2.31Je 
1.97Je 
1.18Je 
2.51Je 
2.02]Je 
2.56Je 
2.24Je 


7% 
6 
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WORAONMN 
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Aver. 
Incr. Approx. 
8/7/58 Divi- “4 _— % 1 In Sh. ice- 7 —- 
* inue dend prox. hare 0 In- Earns. ' ay- toc. 
(Continued) Rate field Earnings crease 1952-37 j out Equity 


*1.86]e 
2.45Je 

*1.16Je 
1.99Ma 

*1.22Ma 
2.62Ma 
1.87Je 


Cent. Maine Power 

Cent. & South West 

Cent. Vermont P. S....... 
Cincinnati G, & E. ....... 
Citizens Util. “B” 

Cleve. Elec. Illum. ....... 
Colo. Cent. Power 
Columbus & S. O. E 
Commonwealth Ed. ...... 
Community Pub. Ser. .... 
Gone. PE Pt ociccsccas's 
Consol. Edison 

Consumers Power 

OS a ae al Caer 
Welaware ©. Cr Mss w6cas. a 
Detroit Edison 

Duke Power 

Duquesne Light 

Bast; Uth. ASs0C: 606%: 
Edison Sault Elec. ........ 
Pt Peas BEC so.6,6:0 01010-0070 0's 
Empire Dist. Elec, ....... 
Florida Power Corp. ..... 
MlOMaa Oe Tas. césicccc0ss 
General Pub. Util. ....... 
Green Mt. Power 

Galt States: UGl: ccccacces 
Hartiord Bo Los .cessice save 
Rrawanan FlGC. o.ccecccs 
PLOUStON Io. GF EB. cases es 
Idaho Power 

Illinois Power 
Indianapolis P.& L. ..<:.. 
Interstate Power 

POW UIEC. MEIC Es. sie eic c's 
WOWaat) Gr Ge Ba. os.s.c.ice es 
Towa Power & Lt. ........ 
owa Pub, S€fV. ...000566 
fowa south; Ul, ......... 
Kansas City P. & Ei. <...0 
Kansas G. & E. 

arisas: Etc ist, .scce sss 
Kentucky Ul. ..6.052.56% 
Lake Superior D; P. ...<.. 
Long Island Lighting 
Lowmsville G:.& EB. ..... <5 
Maaison G: © EB... 66.20% 
Maine Pub. Service 
Michigan G. & E. 

Middle South Util. ....... 
Nennesota ©. SL. acs casss 
Miss: Valley PSs .060.65s 
Missouri Pub. Serv. ...... 
rsSOUTY WUE, occ cecccces 
Montana Power 

New England Elec. ....... 
New England G. & E. .... 
New Orleans P. S. 2.05... 
Newport Electric 

IN: W ptate 2 eG, iscsi 
Niagara Mohawk Pr. ..... 
Northern Ind. P. S. ...... 
Nor. States Power 
Northwestern P. S. ...... 
Ohio Edison 
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Aver. 
sei Incr. Appros. 
hada ~ ‘ sing es & Sh. . | — 
y ) rice den pprox. are n sarns. 1y- tock 
(Continued About Rate Yield Earnings crease 1952-57 out Equity 


Oklahoma G. & E. ........ 1.90 2.78Je 15 5 
Orange & Rockland Utils. .90 *1.12Ma NC 15 
Otter Tail Power 3 1.60 1 

exc le, Cy. 2 a 2.40 
Dxcita, G2 eee 1.60 
Penn Power & Lt. ........ 2.40 
SARE. ni ky biases oie 
Portland Gen, Elec. ....... 
Potomac Elec. Pr. ........ 
Pub. Serv. of Colo. ...... 
Pah, perv, BG, 25... 
Pub, Serv. of Ind. ........ 
Pub. Serv. of N. H....... 
Pub. Serv. of N. M. ...... 
Puget Sound P.& L....... 
Rochester G. & E. ........ 
Bin BOSE, Ee 6 sa-0s 3-5 
San Diego G. & E. ....... 
Savanwal ©. ©. 5 sssswss-- 
Sierra Pacihe Pr... ........... 
So. Calif. Edison 

So. Carolina E.& G. ...... 
Southern Colo. Pr. ........ 
Southern Company 

So. Indiana G. & E. ...... 
So. Nevada Power 
Southern Utah Power .... 
Southwestern E. S, ....... 
Southwestern P. S. ...... 
Tampa Electric 

Texas Utilities 

Toledo Edison 

Tucson G, E. L. & P. 
Union Elec. of Mo. ....... 
United Illuminating 
Upper Peninsula Pr, ..... 
Utah Power & Light ...... 
Werminia E. oe P. ......-.. 
Wash. Water Power 

West Penn Elec. ......... 
West Penn Power 
Western Lt. & Tel. ....... 
Western Mass. Cos. ...... 
Wisc. Elec. Pr. (Cons.) .. 
Svesconnin Po L.. .....2- 
RVABRGRONA 09s. 5554500 50 
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Averages 
Foreign Companies 


Amer. & Foreign Pr, ..... 
Brazilian Traction 

British Col. Pr. . 
Gatineau Power 

Mexitan Cie ©. 2 sisesess: 
Quebec Power 
Shawinigan Water & Pr. .. 


_ 


1.52De 
2.33De 
2.39De 
1.96De 
2.17De 
1.48De 


dg wae Ga Co eb 

wn wn 
BSSSSU3 
PNAPONO 
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N 
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*Deferred taxes resulting from liberalized depreciation are not normalized. If they had been normal- 
ized the price-earnings ratio would be higher. **On average shares. D—Decrease. NC—Not comparable. 
A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Exchange. 
Ja—January ; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—August; Se— 
September ; Oc—October ; N—November; De—December. a—Also 5 per cent stock dividend December 27, 
1957. b—Also 5 per cent stock dividend May 1, 1958. c—Also 5 per cent stock dividend March 10, 1958, £— 
Also stock dividend of one-half per cent quarterly. g—Also 5 per cent stock dividend July 1, 1958. 
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The March of 


Events 


Gas Industry Sets Records 


HE American Gas Association reports 

that the gas industry will set a record 
high of $1.87 billion in construction ex- 
penditures for 1958. In 1957 the gas in- 
dustry likewise had a record year with 
$1.77 billion going for construction, a 
14.2 per cent increase over the amount 
spent by the industry in 1956. Estimates 
by AGA envision an expansion program 
in 1959 of about $1.73 billion, making 
total anticipated construction for 1958-59 
of $3.60 billion. More than 96 per cent 
of the funds will be used for the expansion 
of natural gas facilities. 

Total utility plant of the gas industry 
rose to a new peak of $16.69 billion at the 
end of 1957. Expenditures in 1957 did not 
reach earlier forecasts, AGA said, because 
of the impact of regulatory and judicial 
factors, notably confusion caused by the 
Phillips and Memphis decisions. Industrial 
sales in the gas industry showed a sub- 
stantial gain in May—up 4.3 per cent over 
the same month in 1957. 


Fusion Power Near? 


Figo STATES scientists may be on the 
threshold of a major breakthrough 
in their efforts to harness fusion power 
of the atom, according to a recent report 
of the Atomic Energy Commission. Two 
more years may see the success of a 


method for heating heavy hydrogen to a 
temperature of 100 million degrees centi- 
grade. At this incredible temperature it is 
believed a self-sustaining atomic fusion 
reaction would be attained. 

However, AEC admitted that when 
this problem is solved, it will be replaced 
by one equally difficult, that of building a 
thermo-nuclear reactor to utilize the prin- 
ciple. It will have to yield power in greater 
abundance than the energy used in op- 
erating the reactor. There is no real proof 
that such a machine can be built, declared 
the AEC, but added there is no proof that 
it is impossible, either. Fuel costs in a re- 
actor using the fusion principle would be 
negligible, 1 per cent that of coal. The 
heavy hydrogen it would use could be ob- 
tained with ease from ordinary sea water. 


Contract for 200 Million Cubic 
Feet of Gas 


 Pecner INTERSTATE Gas COMPANY 
has signed a contract to deliver 200 
million cubic feet of gas daily to El Paso 
Natural Gas Company. The contract pro- 
vides for delivery of this gas to Rock 
Springs, Wyoming, for a period of twenty 
years. 

El Paso, in turn, is to deliver the gas 
to Southern California Gas Company and 
Southern Counties Gas Company of Cali- 
fornia at a point on the California border 
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southwest of Las Vegas, Nevada. Involved 
will be a 140-mile line from Colorado 
Springs to Rock Springs and a 400-mile 
pipeline from the California-Nevada 
border to a point south of Salt Lake City. 

Colorado Interstate had been holding 
the potential Chicago gas supply pending 
outcome of hearings between Peoples and 
Midwestern Gas. But since matters 
dragged on for so long without solution, 


Colorado entered into negotiations with 
El Paso and, being freed of its contract 
with Peoples, was able to consummate the 
agreement to ship the gas westward in- 
stead of to the Chicago market. Applica- 
tions by both El Paso and Colorado Inter- 
state to undertake their respective pipe- 
line projects were to be filed as soon as 
possible with the Federal Power Commis- 
sion. 


California 


Utilities’ Assessments Upped 


— assessment of utility prop- 
erty of nearly $3 billion, which rep- 
resents an increase of 9.44 per cent from 
last year’s amount, has been adopted by 
the state board of equalization. 

The action immediately elicited strong 
protests from Southern Pacific, Santa Fe, 
Union Pacific, and Western Pacific rail- 
roads, Pacific Telephone & Telegraph 
Company, and the Pacific Gas and Elec- 
tric Company. All the companies argued 
that the board was discriminating by 


assessing utility property at 50 per cent 
of market value while local property 
assessed by county assessors is only 23.7 
per cent of market value. 

However, the California Teachers’ As- 
sociation appeared before the board and 
contended that there is some evidence to 
show that utilities are wnder and not over- 
assessed by the state. It said that if the 
assessment ratio is changed to bring it 
more in line with county assessments, it 
would have a damaging effect on the fi- 
nancing of public education. 


Georgia 


FPC OK’s Gas Line 


HE Southern Natural Gas Company 

has been authorized by the Federal 
Power Commission to construct 375 
miles of pipeline in Georgia, Mississippi, 
Louisiana, and Alabama. C. P. Rather, 
president of The Southern Company, said 
the new lines are to be part of the com- 
pany’s overall expansion program 


He said contracts had been let for con- 
struction of 270 miles of pipe paralleling 
the company’s existing south line from 
Gwinville, Mississippi to Macon, Georgia. 

The new lines also include laying about 
40 miles of pipe beside Macon and At- 
lanta, 23 miles on the Rome line and about 
12 miles on the Vicksburg, Mississippi, 
line. 


Illinois 


Large Gas Expansion 
Program Canceled 
sonia Gas Licut & CoKE COMPANY 

has canceled a major portion of its ex- 
pansion project at Beatrice, Nebraska, 
that would have brought an additional 485 
million feet of gas a day to the Chicago 
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area. This amount of gas represents about 
one-third of the gas company’s present 
peak load and would have cost $76 million 
to complete the project. 

Chairman of the company, Eskil I. 
Bjork, said the project had been delayed 
by “prolonged hearings” before the Fed- 
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eral Power Commission and by the ““Mem- 
phis case” ruling of a court of appeals, He 
also said the program could not be com- 
pleted in time for 1959, although it had 
originally been scheduled for 1957. 
“Suppliers of gas for such a large proj- 
ect cannot be expected to withhold in- 


definitely such gas from the market,” 
Bjork declared. Conflict between Peoples 
Gas Company and Midwestern Gas Trans- 
mission Company as to which company 
would supply gas to the steel mills in Chi- 
cago is the issue that had kept the case up 
in the air. 


Kentucky 


Unequal Tax Assessment 


a= circuit court judge, W. 
B. Ardery, has ruled that the state’s 
practice of assessing franchise corpora- 
tions—such as utilities—is unequal. In a 
lawsuit against the Kentucky Tax Com- 
mission, Texas Eastern Transmission 
Corporation, a natural gas pipeline, con- 
tended that a discriminatory tax assess- 
ment had been imposed upon it. It said the 
commission equalized its capitalized value 
at 60 per cent when the statewide average 


assessed value of real estate and like prop- 
erty was only 31 per cent. 

The judge held that property may be 
classified as tangible and intangible and 
may be treated separately for tax purposes. 
But, he declared, within each classification 
the constituent properties may not receive 
special treatment. Effect of the ruling 
would be to cut the total assessment of the 
pipeline firm by up to one-half in some 
instances. If the higher court upholds the 
ruling, it might have an effect on other 
franchised corporations. 


Louisiana 


Monorail Transit Questioned 


N economic and feasibility survey of a 
monorail system of overhead transit 

in New Orleans is being made by Colonel 
S. H. Bingham, consulting engineer and 
retired director and general manager of 
the New York City Transit Authority. 
The system will not be recommended un- 
less it is shown by the facts that such a 


transit device can be made to operate at a 
profit. 

The survey is being made for Monorail 
of Louisiana, Inc., which has a franchise 
to operate such a transit system provided 
it is deemed economically practicable. 
Bingham hopes to present his findings by 
October 15th of this year, which will be 
within the time limit set for completion 
of the study. 


Maine 


Post Card Billing OK’d 


HE state public utilities commission 
has approved new post card billing 
forms for use by the Central Maine Power 
Company in billing more than a quarter 
of a million customers, William F. 
Wyman, company president, reports. 
The change to post card billing is esti- 
mated to save about $30,000 a year in 
view of the recent postage increase. About 
2.8 million bills are mailed annually to 


electric users of the company in southern 
and central Maine. The new bills will in- 
clude all information which was carried 
on the previous bill form. Eventually the 
company hopes to be able to include on the 
same bill form all accounts for appliance 
repairs and other services. 

Larger users of electricity will not be 
affected by the change in billing procedure. 
Central Maine Power Company has been 
studying the post card method of billing 
for some time. 
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Maryland 


Storm Loss Rate Rise Denied 
By PUC 


b> ieee state public service commission 
has denied a proposal of the Balti- 
more Gas & Electric Company to raise its 
rates to meet the costs of extraordinary 
storms. However, it left the door open 
for the company to present a renewal of 
the request at some future time. 

The commission directed the company 
to amortize the $2.5 million in damages 
it sustained from a snowstorm of March 
19th and 20th over a five-year period. The 
company was authorized on July 11th to 


raise rates for electricity, gas, and steam 
heat to produce new revenues of $9,254,- 
000 annually to improve its financial posi- 
tion as a prelude to an expansion program. 
At that time it also sought additional rate 
increases for electricity to pay for March 
storm damage and permission to set up a 
$1 million reserve fund. 

The commission called a reserve fund 
based on a rate increase premature and 
that the unusual expense should not be 
charged to a single year. It said the storm 
cost expenses are properly operation ex- 
penses, but that a further rate increase at 
this time for that purpose is not justified. 


Michigan 


Detroit Studies $256 Million 
Monorail System 


Mee Miriani of Detroit has ap- 
pointed a committee of nine mu- 
nicipal administrators to study the recom- 
mendation of the Detroit Rapid Transit 
Commission for a $256 million monorail 
system. The subject of a monorail system 
has been under study since 1953 by the 
commission, which has now concluded 
that it will solve Detroit’s rapid transit 


problem. 
South 
Atomic Contract OK’d 


tame SHOALS, SOUTH CAROLINA, is to 
be the site of the first atomic power 
plant in the Southeast. Its realization came 
nearer with the announced approval of 
the substance of a contract with the 
Atomic Energy Commission by the direc- 
tors of Carolinas Virginia Nuclear Power 
Associates. Work can now begin on the 
project in which four utilities are par- 
ticipating. They are Virginia Electric & 
Power Company, Carolina Power & Light 
Company, Duke Power Company, and 
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The mayor, in appointing the committee 
to study the matter, wants to ascertain if 
the system is feasible and economically 
practicable. 

The proposed monorail system would 
involve 54 miles and would be confined to 
just six streets. Since there is no modern 
monorail system operating anywhere in 
the world, the committee is studying a 
problem for which there are no precedents. 

The city of New Orleans also is now 
studying a similar proposal. (See Louisi- 
ana, page 343.) 


Carolina 


344 


South Carolina Electric & Gas Company. 

The AEC will assist in research de- 
velopment and fuel rental to the extent of 
about $14 million. The associates will pay 
all construction costs estimated at about 
$30 million. The Parr Shoals plant will 
use slightly enriched uranium as a heat 
source, moderated and cooled by heavy 
water, The prototype of 17,000 kilowatts 
capacity is expected to pioneer commercial 
size nuclear plants for member companies 
of Carolinas Virginia Nuclear Power As- 
sociates. 





Progress 


of 
Regulation 











Trends and Topics 


Extensions and Prospective Revenues 


oo a public utility company should be required to extend its facilities 

to serve new customers is ultimately a question of what the public con- 
venience and necessity reasonably require. Among the factors which ordinarily 
enter into the final determination are the needs of the potential customers, the 
advantages that may be expected to accrue to the public, the financial condition 
of the company, the construction and operating costs of the extension, and the 
prospective additional revenues. 

Although the last item is sometimes said to be of secondary importance, it 
is apparent that meager revenues from expensive extensions, in the absence of 
customer contribution to construction costs, may impair a company’s overall 
rate of return. Does confiscation arise at this point? And if a general rate 
increase is granted as a result of an ill-paying extension to new customers, is 
this discriminatory against the company’s other ratepayers? A number of 
decisions in recent years have dealt with the revenue aspect of extensions. 


Confiscation and Discrimination 


The state cannot, under the guise of a regulation, require a utility company 
to make excessive expenditures for the extension of service to unserved areas 
so as to compel it to devote its property to public use without just compensation, 
the Connecticut supreme court declared (9 PUR3d 184). On the other hand, 
it was pointed out that the company has no right to expect all extensions to 
be immediately remunerative. The state commission had declined to require an 
electric company to build an extension to an island, finding that the service 
would result in a loss to the company and an unreasonable burden on other rate- 
payers. 

Referring to a pertinent Connecticut statute, the state high court said the 
legislature did not intend that a utility’s property would be used without just 
compensation or that a discriminatory rate would be charged to other sub- 
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scribers in order to absorb the cost of an uneconomic extension. But if the 
commission refuses to order an extension under the statute, it must find facts 
which reasonably show that an order for an extension in the situation presented 
would amount either to a use of the company’s property without just compen- 
sation or to the inevitable imposition of a discriminatory rate upon other sub- 
scribers. The case was remanded for further findings. 

To require a telephone company to construct a long extension to serve a 
small group of customers, with the result that rates must be generally increased, 
would amount to unreasonable discrimination, the Missouri commission re- 
cently held (19 PUR3d 477). It refused to require the company to build the 
line without contribution from the customers who would benefit from it. In 
another case, the commission overruled a contention advanced by a telephone 
company that it could not, within constitutional limits, be required to serve 
“at a financial sacrifice” beyond the area it professed to serve (17 PUR3d 
406). The commission observed that this contention overlooked the protection 
afforded the company of earning a fair return on its added investment and the 
protection of extension rules on file, which together “should alleviate, if not 
prevent, confiscation.” An extension was ordered. 


Profit or Loss 


The net loss which would result if the commission orders a transit extension 
is merely one of the circumstances to be weighed and is not determinative of 


the commission’s authority to require the extension, the Wisconsin supreme 
court ruled (6 PUR3d 308). Whether or not the loss would prevent the com- 
pany from earning a fair return on its investment was held to be a question 
for determination in a rate proceeding. 

The Massachusetts department was unimpressed by a water company’s con- 
tention that it could not finance a requested extension where a modest return 
on the investment could be expected (79 PUR NS 283). In view of the short- 
age of housing at that time, the commission thought the company’s “rather 
contumacious attitude’ was “particularly reprehensible.” It ordered the 
extension. 

In a later case in which a utility would at best realize no return on an 
extension investment, or perhaps suffer a substantial loss, the department held 
that it was without power to require the extension, unless substantial customer 
contributions for construction were forthcoming (82 PUR NS 91). The board 
must protect existing customers as well as compel the utility to make reasonable 
service extensions, it was noted. 

The main issue to be determined by the commission upon petition for an 
extension of a transit line, said the Missouri commission, is whether there is a 
public need for the service, and the question of whether the extension would, 
in the eyes of the company, be profitable from the outset is secondary (92 PUR 
NS 291). The company must look to the return from its operations as a 
whole to recompense it for those sections of its operations which are unprofit- 
able, the commission observed. Although the additional revenues from the 
proposed service would not meet out-of-pocket costs, the extension was ordered. 


AUGUST 28, 1958 346 





PROGRESS OF REGULATION 


But this commission later held that a transit company should not be com- 
pelled to extend service where the operation would result in a heavy loss and 
an undue burden upon the remainder of the system (95 PUR NS 517). Simi- 
larly, the California commission declined to require a transit extension which 
would be nonsustaining, observing that the present patrons should not be 
burdened with higher fares or suffer service impairments because of premature 
or nonsustaining extensions to newly developed areas (7 PUR3d 80). 

The fact that a company will not realize an immediate profit from an exten- 
sion is not dispositive of the question of whether or not the extension is reason- 
able, the New Jersey board declared in ordering water service to a new develop- 
ment (20 PUR3d 88). “A company whose customers are not in a position 
to obtain service from competitors cannot pick and choose its customers on 
the basis of what is profitable.” The board thought the development would 
probably become profitable later. In the same vein is a statement by the Ala- 
bama supreme court that while a utility cannot be required unreasonably to 
extend service, neither can it restrict extensions to territory which will yield 
an immediate profit (9 PUR3d 70). 


A Summary Test 


In accord with an earlier view of a Pennsylvania court (98 PUR NS 506), 
the New Jersey superior court succinctly stated (4 PUR3d 76) : 

“When the extension is reasonable and practicable and the public conven- 
ience and necessity will be served thereby, the basic consideration is neither 
immediate profit nor, in fact, any profit at all. The test is whether, as a result 
thereof, the overall revenue from the utility’s operations will no longer provide 
a fair and reasonable return. And if the evidence shows that the total revenue 
would fail to produce such return, then revision of the rates is the proper 
remedy unless it appears that the necessary increase will impose an unreason- 
able burden upon all of the consumers.” 





Review of Current Cases 


Nuclear Research Cost Charged to General Expenses 


Piteqsnnnnerly by an electric company 
for research in the generation of elec- 
tricity with nuclear energy are chargeable 
to miscellaneous general expenses, the 
North Carolina commission ruled. Duke 
Power Company and Carolina Power & 
Light Company were authorized to charge 
to Account 801 of the Uniform System of 
Accounts — Miscellaneous General Ex- 
penses—contributions to Carolinas Vir- 


ginia Nuclear Power Associates, Inc., for 
the construction and operation of a nuclear 
reactor plant for research and experimen- 
tation in steam generation of electricity. 
This is a nonprofit, nonstock, charitable 
corporation organized by the two appli- 
cant companies and Virginia Electric & 
Power Company and South Carolina 
Electric & Gas Company. 

A part of the cost of the project will be 
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borne by the United States Atomic 
Energy Commission. The reactor, which 
is a prototype for a larger reactor, will 
be located at Parr, South Carolina, with 
an electrical capacity of 19,000 kilowatts. 
It will be a pressure tube reactor, moder- 
ated and cooled with heavy water and 
fueled with slightly enriched uranium. 
The plant represents an experiment 
with a new type of reactor which the com- 
mission noted may become economically 
feasible for the generation of electricity, 
though the experimental plant is not ex- 
pected to produce steam at a cost competi- 
tive with conventional fuel-fired plants. 


e 


The project will provide training for the 
engineering personnel of the companies 
and will afford valuable engineering 
data. 

Participation in the project by these two 
companies, said the commission, is com- 
mendable and in the public interest. 

Eight other state commissions have held 
that research costs of the type proposed 
in this proceeding should be charged to 
Account 801, the commission observed, 
noting at the same time that it had found 
no authority to the contrary. Re Duke 
Power Co. et al. Dockets E-7, Sub 29, 
E-2, Sub 67, July 10, 1958. 


Federal Grant Allowed in City Rate Base 
And Debt Obligation Discussed 


ie jeconear the decision of the Maryland 


court of appeals in the Hagerstown 
case (reviewed below in this department), 
the Kentucky court of appeals ruled that 
a federal PWA grant to the city of Cov- 
ington toward the construction of a water 
plant should be included in the rate base 
(original cost basis) on which rates are 
calculated for service to consumers out- 
side the corporate limits. The commis- 
sion’s holding to the contrary, affirmed 
by a lower court, was accordingly reversed 
and remanded with directions to include 
this item. In all other respects the com- 
mission’s decision fixing rates for water 
consumers outside the city was upheld. 

In support of its contention that the 
grant should be included in the rate base, 
the city relied primarily upon a 1926 Su- 
preme Court decision (PUR1926C 740) 
which, though it did not involve a federal 
grant, stated: “Constitutional protection 
against confiscation does not depend on 
the source of the money used to purchase 
the property. It is enough that it is used 
to render the service.” 
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Said the Kentucky court of appeals: 
“The city has unqualified ownership of the 
portion of the plant built with the money, 
and the fact that some infinitesimal por- 
tion of the money might be considered to 
have come from taxes paid by the out-of- 
city consumers does not create any equi- 
ties in their favor. Certainly, if an open 
donation or grant (as distinguished from 
a consumer contribution) had come from 
a private donor there would be no basis 
upon which to bar the city from earning a 
return on the property purchased with 
the money. We see no reason for making 
a distinction as to a grant of money de- 
rived from taxes, so long as the money 
did not come primarily from taxes exacted 
from the very consumers who, through the 
rates imposed, are to pay a return to the 
utility upon the property purchased with 
the donated money.” 


Source of Debt Payment 


The city next contended that the com- 
mission order was unlawful on the ground 
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that it did not permit the city to earn suffi- 
cient revenues to meet the bonded in- 
debtedness of the water plant. There were 
in fact ample earnings to meet revenue 
bond requirements, but not enough to 
satisfy requirements of general obligation 
bonds of the city, apparently issued in con- 
nection with the water utility. The latter 
bonds, the court pointed out, are not a 
lien upon the waterworks or its revenues 
and are not required to be paid out of 
water revenues. The primary source of 
their payment is taxes levied upon resi- 
dents of the city. The court could see no 
basis for holding consumers outside the 
city responsible for the payment of these 
bonds. 

The court observed that general obliga- 
tion bonds may be considered to represent 
money borrowed by the people of the city 
for equity capital, with the result that it 
is up to the people of the city, and not 
the consumers, to pay back the money. If 
consumers are required to pay principal 
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and interest on indebtedness of the utility, 
over and above a fair return on the invest- 
ment and a reasonable depreciation ex- 
pense, the effect is that the consumers are 
being compelled not only to pay a return 
on the plant property but also to pay for 
the property itself. 

The court took the view that in the case 
of a publicly owned utility serving con- 
sumers outside the ownership area, the 
rate-making approach should be to apply 
the customary rule applicable to privately 
owned utilities of allowing a fair return on 
investment. 

Thus, the Covington water rates for 
out-of-city consumers should be deter- 
mined so that, after payment of operating 
and depreciation expenses, the city will 
earn a fair net return on its investment. 
Payments of interest and debt must be 
made out of the net return and are not 
chargeable as operating expenses. City of 
Covington v. Kentucky Pub. Service 
Commission et al. 313 SW2d 391. 


Contributions, Both Public and Private, 
Excluded from City Plant Rate Base 


HE Maryland court of appeals upheld 

the commission in excluding a num- 
ber of contributions in aid of construction 
from the rate base (fair value basis) of 
the city of Hagerstown for water service 
to consumers outside of the corporate lim- 
its. (A different view is taken by the Ken- 
tucky court in the Covington case, re- 
viewed above. ) 

The contributions included payments by 
land developers in order to secure service, 
fire hydrant charges, and a WPA grant 
from the federal government. The city 
pointed out that it was entitled, under 
Maryland law, to a reasonable return on 
its property used in the public service. It 
urged that the question of how it acquired 
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the property—whether by gift, contract, 
or purchase—was immaterial. 

The court agreed with the commission 
that it is inequitable to require consumers 
to pay a return on property for which 
they, and not the utility, have paid. It 
apparently regarded the federal grant as 
no different in principle from ordinary 
consumer contributions in aid of construc- 
tion. The question, said the court, is 
“whether the city may reap where it has 
not sown—or at least where it has not 
sown with its own seed.” 


Reproduction Cost 


The city also attacked the commission’s 
treatment of reproduction cost new in 


AUGUST 28, 1958 





PUBLIC UTILITIES FORTNIGHTLY 


arriving at the fair value of the utility 
property. The commission is not tied to 
any one formula in ascertaining fair value, 
the court noted. While reproduction cost 
new less depreciation is one of the factors 
traditionally taken into consideration, it 
is not necessarily controlling. The com- 
mission clearly took such cost into ac- 


count, and it gave considerable weight to 
increased prices as applied to this factor. 
Seventeen per cent above cost less depreci- 
ation was allowed. The court did not be- 
lieve that the commission’s determination 
was arbitrary or confiscatory. City of 
Hagerstown v. Maryland Pub. Service 
Commission, 141 A2d 699. 


Trade Territory Not Controlling Factor 


5 in Missouri commission denied an 
application by customers of a tele- 
phone exchange for transfer of the terri- 
tory served by the present company to 
another telephone company. While trade 
territory is one of the factors to be con- 
sidered in passing on the question of pub- 
lic interest in such cases, pointed out the 
commission, it cannot be a controlling 
factor because trade territories change 
over periods of time. 

Telephone companies that have planned 
plants and have obtained financing to 
serve the areas should not be expected to 
change their boundary lines merely be- 
cause patrons seek transfers due to choice 
or changes in their trade territory. The 


primary concern is that adequate service 
is available to the public situated in the 
particular territory being served by the 
utility. 

It is inevitable, said the commission, 
that certain persons will be served by a 
particular exchange and their neighbors 
by another because boundary lines must 
be fixed at definite locations. This alone 
does not result in undue preference for or 
discrimination against any person, and 
once such boundaries have been approved 
they should not be disturbed unless it is 
clearly shown that they are arbitrary and 
unreasonable. Stutler et al. v. Myers 
Teleph. Co. et al. Case No. 13,813, May 
5, 1958. 


Grant of Identical Authority Hinted 


7. Missouri commission, although it 
dismissed a petition brought by dis- 
satisfied customers of a telephone com- 
pany for revocation of the company’s 
operating certificate, hinted that it might 
grant identical authority to another com- 
pany upon application by the latter. 

The company, which had been operat- 
ing as a mutual association, had been 
granted a certificate, but had provided and 
maintained lines within its original area 
only. 

The commission pointed out that 
a certificate holder becomes obligated to 
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provide facilities and render service to 
any member of the public within its broad 
certificated area, where there is a proper 
demand in accordance with the provisions 
of the tariff. 

However, the commission noted that 
it had never been specifically granted 
statutory authority to revoke a certificate 
because of the holder’s failure to exercise 
its authority or for any other reason. 

Despite the apparent monopolistic char- 
acteristics of a certificate, the commission 
said, it would not hesitate, after a hearing 
on due notice to interested parties, to 
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grant identical authority to another com- 
pany if its application therefor alleged, 
and the proof at the hearing showed, that 
the one which had pre-empted the area 
had been unduly and persistently remiss 
or derelict in discharging the trust which 
it held to afford the service. 

In making use of such a principle, the 
commission preferred to adhere to the 
practice of doing so only upon the inde- 
pendent application of a company seeking 
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to invade the area, wherein the issues 
could be clearly drawn and decided. The 
complaint at bar did not contain sufficient 
allegations to bring the case within the 
principle cited. The commission felt that 
an order made in this case at this time 
directing the other company to enter and 
serve the certificated area would be, at 
least, arbitrary and unreasonable, if not 
unlawful. Re Greentop Teleph. Exchange, 
Case No. 13,694, May 23, 1958. 


Deferred Tax Reserve Factor in Cost-of-capital and 
Rate-of-return Studies 


HE Michigan commission, as a result 

of an investigation of a combined gas 
and electric company’s natural gas rates, 
and consideration of the company’s appli- 
cation for an increase in rates, concluded 
that present rates were within the zone of 
reasonableness, which the commission es- 
tablished as within the range of 6.5 per 
cent to 6.75 per cent. The evidence indi- 
cated a return of 6.7 per cent on an aver- 
age net original cost rate base. 

In discussing cost-of-capital and rate- 
of-return studies, the commission noted 
that the reserve for deferred federal in- 
come taxes had been treated differently by 
the company and the staff. The company’s 
witness made no mention of the reserve 
as a factor of any significance in cost-of- 
capital or rate-of-return studies. On the 
other hand, the staff contended that the 
reserve should be added to other forms of 
capital in arriving at a percentage income 
requirement. 

In both of its presentations, the staff 
had added in the reserve as a type of 
capital. The staff position was that, since 
these funds were generated through tem- 
porary tax deferrals, there was no obliga- 
tion to pay interest or dividends on the 
funds to any outside investor. The funds 
were retained by virtue of the functioning 


of the tax code and would eventually be 
paid to the federal government in taxes. 

The commission commented that the 
funds were in no sense earned surplus or 
invested funds. The company had con- 
tended that, since the plant which might 
be built with moneys related to the reserve 
was subject to physical risk of loss, there 
was risk associated with the reserve itself 
for which compensation should be pro- 
vided. The commission thought this con- 
tention lacked merit, because the funds 
represented by the reserve were not pro- 
vided by outside investors and the reserve 
had none of the characteristics of earned 
surplus or retained earnings. 


Independent Determination for 
Natural Gas 


The commission held that inclusion of 
the company’s liquefied petroleum-air gas 
operations in its determination of proper 
rates in natural gas operations would re- 
sult in discrimination against natural gas 
ratepayers. This was due to the undisputed 
fact that the liquefied petroleum-air gas 
operations were conducted at a loss. The 
LP-air gas service was both physically 
and functionally separate from the com- 
pany’s natural gas service. 
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Determination of fair and reasonable 
rates of one department of a company, said 
the commission, should not be affected by 
the presumption that rates of another de- 
partment might be too high or too low. 
The principle that each type of service 
provided by a “combined” utility should 
stand on its own feet was said to be well 
established. 


Expense Adjustments 


The commission did not believe it 
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proper to charge franchise costs to the 
ratepayer as an operating expense. Such 
an expense requires capitalization. Dona- 
tions by the company to various charitable 
and civic organizations were excluded. 
Sales promotion expense was considered 
too high as a result of the company’s in- 
tense effort to obtain customers in new 
areas, and was normalized to an amount 
more representative of ordinary or leveled- 
off expenses. Rate case expense was amor- 
tized over a 5-year period. Re Michigan 
Gas & E. Co. D-2932-58.1, June 19, 1958. 


Utility Relocation Reimbursement Act Upheld 


HE Minnesota supreme court sus- 

tained the validity of. the Reimburse- 
ment Act which permits utilities to be re- 
imbursed out of federal-aid highway funds 
for relocation expense. The court sus- 
tained a lower court’s summary judgment 
granted a gas company requiring the de- 
fendant, the commissioner of highways, to 
ascertain, as required by the act, the cost 
of relocating the utility facilities, to certify 
the cost to the Bureau of Public Roads, 
and to pay the same out of state highway 
funds in a sum not to exceed the amount 
on which the federal government based its 
reimbursement to the state for such relo- 
cation. 

One of the significant questions ruled 
upon by the court was whether a utility’s 
use of a highway right of way is a private 
or a public use. Since 1895, the court 
pointed out, Minnesota has been definitely 
committed to the view that the use of 
rights of way by utilities for locating their 
facilities is one of the proper and primary 
purposes for which highways are designed 
even though their principal use is for 
travel and the transportation of persons 
and property. Therefore, the expenditure 
of funds to reimburse utilities did not vio- 
late the state Constitution, notwithstand- 
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ing that a private interest may derive an 
incidental benefit from an activity of a 
public nature. 


Expenditure for Public Purpose 


What is a public purpose that will 
justify the expenditure of public money 
is not capable of a precise definition, said 
the court, but the courts generally will 
construe it to mean such an activity as will 
serve as a benefit to the community as a 
body and which, at the same time, is di- 
rectly related to the functions of govern- 
ment. Where it becomes reasonably neces- 
sary to relocate utility facilities upon a 
highway in order to improve the highway 
for public travel (and especially so, as to 
a highway designed to facilitate interstate 
travel and commerce and to further the 
common defense), an expenditure of funds 
to effect such relocation is properly a 
governmental function exercised for a 
public purpose of primary benefit to the 
entire community. 


Constitutional Requirements 


The Reimbursement Act was held not 
to violate the state Constitution, as con- 
tended, by diverting funds for a nonhigh- 
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way purpose, by authorizing the expendi- 
ture of funds for a private purpose, by 
contracting debts for works of internal 
improvement, or by granting to a corpora- 
tion a special or exclusive privilege, im- 
munity, or franchise. 

Nor did the Reimbursement Act impair 
the obligation of contracts within the pro- 
hibition of the federal Constitution and 
the state Constitution. The pre-existing 
contract established by the company’s ap- 
plications to occupy the right of way and 
the occupancy permits issued by the state, 
created a contractual relation between 
two parties, the state and the plaintiff. No 
third parties had acquired any rights under 
or pursuant to the contract. 

It is elementary, pointed out the court, 
that where all parties to a contract mutu- 
ally agree, by conduct or express words, 
to amend, rescind, or abrogate a contract, 
in whole or in part, such mutual action 
does not impair the obligation of contract. 
Initially the contract was entered into in 
behalf of the state by the commissioner of 
highways. Thereafter, the legislature—the 
highest representative authority for which 
the state can act—had the power by statu- 
tory enactment to amend the contract with 
the other contracting parties’ consent 
where no rights of third parties had in 
the meantime intervened. 


It is also well recognized, continued the 
court, that if an administrative agency has 
entered into a contract as an agent of the 
state, the state (as the principal) may con- 
sent to release the other party from part 
or all of its obligations thereunder. 

Secondly, there was no impairment of 
the obligation of contract since all con- 
tracts made by the state are entered into 
subject to the implied condition that they 
are ever subordinate to a reasonable and 
proper exercise of the state’s inalienable 
police power. The relocation, construction, 
or reconstruction of highways clearly re- 
lates to the safety, security, and general 
welfare of the citizens of the state, said the 
court, and all steps taken in furtherance 
of these objects—inclusive of the reloca- 
tion of utility facilities upon rights of way 
—are matters within the police power of 
the state. 

It is immaterial that a federal-aid high- 
way is involved. The judicial construction 
of federal-aid legislation has consistently 
been that the mere fact that the United 
States contributes to or assists states in 
the building of roads does not take from 
or limit the states in the exercise of their 
police power or the right of control and 
regulation of the use of their roads. Min- 
neapolis Gas Co. v. Zimmerman, 37568— 
No. 101, July 11, 1958. 


Distributor-customer Rate Agreement of No Concern 
To Federal Court in Stay-fund Distribution Case 


I° a stay-fund proceeding arising out of 
the disallowance of a rate increase im- 
posed by a natural gas pipeline company, 
the United States court of appeals refused 
to order a natural gas distributor to make 
refund to a customer on the basis of a 
nonancillary rate agreement between the 
distributor and the consumer. 

The customer did not claim that the 


application for a stay, or the granting of 
it, was in any way a matter of negotiation 
in the contract. Actually, the application 
was not presented until after the rate 
agreement had been made. Nevertheless, 
the customer asked the court to make col- 
lateral examination of the situation, evalu- 
ate the comparative equities, and on this 
basis declare that the contractual increase 
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involved an anticipatory inclusion of the 
amount which the pipeline company was 
thereafter required to refund to the dis- 
tributor. The distributor contended that 
the contract had no relationship to the stay 
order. 

The court ruled that the contract was 
not a matter for its concern, pointing out 
that it was not ancillary to the stay order. 
Any attempt by the court to order the dis- 
tributor to make refund to the customer, 
as a matter of general equity and without 
any direct connection with the stay order, 
would be legally equivalent to the fixing of 
rates between distributor and customer, a 
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field which is outside the judicial province. 

Furthermore, the court indicated, even 
without the legal barriers, the equitable 
considerations relevant to a stay distribu- 
tion would not otherwise have entitled the 
customer’s claim to any consideration. 
The relevant equities on a stay-fund dis- 
tribution are the injuries or prejudices 
which the stay order has caused. The con- 
cern of a court in such a situation is simply 
to restore, as nearly as possible, the status 
which would have obtained if the stay had 
not been granted. Northern Nat. Gas Co. 
v. Federal Power Commission, 254 F2d 
466. 


Hearing Required for Commission Reconsideration 
Of Rate Order 


“4 | ‘HE circuit court in and for Leon 


county, Florida, upheld the validity 
of an order of the Florida commission 
consenting, without a hearing, to a tele- 
phone company’s proposed rate increase 
under bond pending investigation (23 
PUR3d 475). In so doing, the court in- 
validated a subsequent order of the com- 
mission vacating the first order without 
a hearing (23 PUR3d 477). (Orders dis- 
cussed in Pusiic UrTILities  Forrt- 
NIGHTLY, July 3, 1958, p. 71, and July 17, 
1958, p. 136, respectively.) 

The court pointed out that the govern- 
ing statute clearly contemplates that a 
utility may change a rate, even one fixed 
by the commission, if the commission con- 
sents to the change. It said that the com- 
mission itself has power to make a change 
of rates, but that it may do so only after 
a hearing. 

In this case the company was operating 
under a rate schedule fixed by the commis- 
sion. It could not, therefore, increase its 
rates without the commission’s consent, 
but could do so with such consent. It had 
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applied for and secured the commission’s 
consent to place the higher rates into oper- 
ation. The court held that the applicable 
statute had been complied with and that 
the new rates were legal. They were, 
therefore, subject to commission change 
only after a hearing in which the company 
would have an opportunity to defend the 
changes. 

In reliance upon the first order the com- 
pany had posted a bond as required, ad- 
justed certain of its base rate boundaries 
and zones, and collected substantial sums 
of money pursuant to that order. Under 
these circumstances, the court held, the 
company had such an interest in the order 
that the constitutional right of due process 
of law required that it be heard upon any 
reconsideration of said order. 

The subsequent order vacating the 
original one consenting to the rate increase 
was entered without notice or hearing. 
The court held that it was, therefore, void 
and subject to collateral attack. The court 
cautioned that by declaring the original 
order to be valid it was not expressing any 
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opinion as to its propriety or the correct- cordance with the Constitution and the 
ness of the rates therein authorized. But, laws of the state, makes a change. South- 
it said, the company could charge these eastern Teleph. Co. v. Boyd et al. June 27, 
rates until the commission, acting in ac- 1958. 


Inflation Recognized by New Jersey Commission 
In Telephone Rate Case 


; ( ‘ue New Jersey commission, in re- keying the rate base to the company’s in- 
viewing a telephone rate case that had creased investment. 
been remanded to it by the court, re- 
affirmed its previous decision to add a 5 Cash Working Capital 
per cent increment to the rate base to off- 
: : The company had requested an allow- 
set the effects of inflation. The amount of , ‘ ‘ 
: ance for materials and supplies which 
the increment represented the average test ; 
a : ‘ amounted to an increase of 19 per cent 
period increase in net investment. 
; . over that of ten years before. The amount 
In adding the sum to the previous de- A : 
: - represented actual materials and supplies 
preciated original cost rate base, the com- : 
ne ’ ‘ for a period of less than two and one-half 
mission pointed out it had considered ; 
months, and was considered reasonable. 


many factors in addition to the average “Tie: seems ahi ti aii. wasn 
increased investment committed and under : 8 
capital by the company amounted to a 56 


way for 1958. The commission took into : . 
ram ee per cent increase over that allowed in 
account the attrition in the company’s in- . , : ; 
; : * ns aR 1950, which amount was in proportion to 
vestment resulting from inflationary in- : hay 
: ; the magnitude of the company’s increased 
creases and new construction and equip- : ; : 
na ; expenses since that time. 
ment costs. The commission also weighed : : 
; : ne In previous cases, pointed out the com- 
the extent to which this attrition was com- Pig ’ ; 
; mission, the cash working capital allow- 
pensated for by an expanding economy : 
: : ance had been reduced because of the avail- 
and other factors beyond management a 
: re ability of tax accruals. However, funds 
control. It considered the technological im- was 
: : from this source had become less and less 
provements and the quality of the service ; : 
: : . available to the company since, under ex- 
furnished to the public. el ; : : 
. isting law, the period of their retention 
Many suggested methods of dealing 
‘ ’ : : had been shortened as payments were re- 
with the problem of inflation have been : ‘ 

; er quired to be made more current. The full 
advanced, said the commission. Among neniaiead: -viliaiibiii the: din eaeaibiiilp alas 
the alternatives it had considered were ad- q : iii 
: : allowed. 
justment in the rate of return, reproduc- 
tion cost rate base, trended original cost Property Held for Future Use 
rate base, and other techniques for apply- 
ing economic indices to original cost. The In allowing the full amount claimed by 
commission was not bound by any single the company for property held for future 
formula or combination of formulae in de- use, the commission pointed out that, in 
termining a rate base, and had decided in a period of rising costs, it would appear 
the present case to relate the method di- to be good business practice to permit the 
rectly to the problem being attacked, by company, which had a continuing indefi- 
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nite existence, to make reasonable long- 
range plans. The value of the property was 
shown to be reasonable; the use of the 
property could be expected in the foresee- 
able future. 


Gross Receipts Taxes 


The company had allocated all of the 
gross receipts tax against intrastate opera- 
tion. Such taxes appeared to be a cost 
imposed strictly on intrastate business, 
said the commission, in allowing the 
amount as an operating expense. To dis- 
allow a portion for rate case purposes 
would leave the tax in the position that it 
could not be recouped by the company in 
any manner, since it had been disallowed 
for interstate purposes. 


Pension Fund Freesing Payments 


Pension fund freezing payments made 
by the company were also allowed. The 
purpose of the plan was to make provision 
in a sound businesslike way for the re- 
tirement of employees and thereby in- 
crease the efficiency of the company, said 
the commission. The plan was apparently 
actuarially sound. The action taken by the 
company appeared to be reasonable, and 
yearly pension expenses had been paid into 
a trust fund. 

The New Jersey commission also saw 
no reason to change the 3 per cent assumed 
rate of earnings. 


Contributions 


A challenge to the amount allowed for 
contributions claimed by the company was 
not based on the reasonableness of the 
amount shown, but rather on the propriety 
of any allowance at all. Under the system 
of free enterprise, said the commission, all 
companies and all persons are expected to 
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participate in proper charities. Directors, 
officers, and stockholders, as well as the 
companies they serve or own, are expected 
to participate. 

However, the commission was bound 
by a previous court decision that charitable 
contributions and payments would be 
allowed as an operating expense only 
where such payments had an effect upon 
the creation of the service or product of 
the corporation and, therefore, could be 
considered as reasonably necessary in the 
rendition of service to the consumer. Un- 
der such a ruling, the commission con- 
cluded that membership dues claimed by 
the company were reasonable and had a 
beneficial effect upon the creation of the 
service, but that the charitable contribu- 
tions did not, hence their disallowance. 


Consolidated Income Tax Saving 


The company was a_ subsidiary of 
AT&T and had joined with the parent and 
other affiliates in the filing of a consoli- 
dated income tax return. The commission 
pointed out that the filing of a consolidated 
return is an optional feature, that com- 
panies joining in the consolidation become 
individually and severally liable for tax 
liability, and, for that reason, it appeared 
equitable that each company joining in the 
consolidation should realize some of the 
benefits from the consolidated filing. 
Therefore, the amount of the company’s 
income tax liability was reduced to offset 
savings resulting from the consolidated 
filing. 

Rates fixed previously were made per- 
manent, and the rate of return was found 
to be within the zone of reasonableness, 
which had been set in the range of 6 per 
cent to 6.37 per cent. Re New Jersey Bell 
Teleph. Co. Docket No. 10049, June 19, 
1958. 
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Declining Traffic during Recession Figures in 
Future Revenue Estimate 


t t« California commission accepted The commission was also convinced by 
San Diego Transit System’s estimate the company’s showing that actual ex- 
of revenues for the next year, in prefer- penses for the next vear would be higher 
ence to an estimate submitted by the com- than the staff’s estimate. Besides a sub- 
mission staff. The staff relied primarily stantial wage increase, added costs of 
on a long-term trend, while the company materials and supplies were shown. 
gave more weight to a decrease in traffic 
and revenue since September, 1957, which 
was attributed to the decline in general Despite strong opposition, student fares 
economic conditions. The commission were increased from 28 to 42 per cent of 
thought the company’s revenue estimate adult fares. This increase, percentage- 
was more reasonable than that of the wise, was more than that imposed upon 
staff. adult riders; but the commission consid- 
By the company’s calculations, there ered it necessary in order that student 
will be an operating ratio of 97.6 per cent riders might contribute fairly to the sup- 
under the proposed rates and a rate of port of the school service. While school 
return of 4.1 per cent. While the company fares, generally speaking, should be main- 
considered such earnings below the level tained at the lowest reasonable levels, said 
essential to the normal maintenance of its the commission, they should not be so 
service, it did not request a further rate low as to cast an undue burden upon other 
increase since that would entail a basic traffic. Re San Diego Transit System, 
cash fare in excess of 20 cents per ride, an Decision No. 56869, Application No. 
amount regarded at present as a ceiling. 39705, June 17, 1958. 


z 


Passenger Train Discontinuance Not Unreasonable 


Sons Nebraska supreme court affirmed stantial extent, the state supreme court 
a commission order granting a rail- pointed out. 

road permission to discontinue Sunday The commission’s order of discontinu- 
operation of certain passenger trains be- ance was within the scope of its authority 
tween certain cities. A carrier has the and not arbitrary and unreasonable, since 
duty to seek, and regulatory agencies have the trains had been operating at a loss and 
the duty to permit, elimination of those no public need existed for continued op- 
services and facilities that are no longer eration. Re Chicago, B. & Q. R. Co. 89 
needed or used by the public to any sub- NWe2d 837. 


= 


Certificate Revocation 


. | “HE Illinois commission revoked a deficiencies and almost complete disregard 
transit company’s certificate where for its public obligation. The number of 
the record showed a multitude of service major defects per bus uncovered by staff 
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inspection was more than three times the 
statewide average. 

The company lacked sufficient reserve 
equipment and spare motorbuses to pro- 
vide efficient service, and had not adhered 
to published time schedules. It had been 
providing poor service, had been operat- 
ing over routes which had not been cer- 
tificated, and had not operated over some 
of its certificated routes. 


3 


It had failed to file accident reports as 
required. Buses had been leased from 
others without state commission author- 
ization. 

Although the company had been on 
notice, it had taken no steps to correct 
service deficiencies, improve equipment, 
or improve its overall operation. /llinois 
Commerce Commission v. American 
Coach Co. No. 42989, May 7, 1958. 


Telephone Rates Increased Despite Shaky Rate Base, 
And Attrition Factor Recognized 


sme New York commission granted 
Rochester Telephone Corporation a 
rate increase of approximately $2 million 
a year, substantially as. requested, not- 
withstanding that rate base evidence was 
rather inadequate. Besides serving the city 
of Rochester, the company provides serv- 
ice to a number of suburban and surround- 
ing communities. In order to make the 
Rochester base rate area more nearly 
cover the urban population, the base rate 
area was expanded to include the Roches- 
ter exchange area, and all mileage charges 
within the area were abolished. 

Most of the authorized increases were 
permitted to go into effect immediately. In 
several suburban areas, however, where 
the quality of service was in some measure 
wanting because of inadequate mainte- 
nance, the commission allowed increases 
to become effective only after the regular 
statutory period. The hope was expressed 
that this “token action” would result in 
better service. (See, also, page 330.) 


No Continuing Property Record 


The company has not kept a continuing 
property record, and depreciation could 
not be accurately determined. The rate 
base in 1957 and 1958 consisted of aver- 
age book plant less average depreciation 
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reserve plus working capital. The averages 
were computed from year-end figures, 
though the commission thought monthly 
averages would be more accurate. Book 
figures were presented, notwithstanding 
that there was no proof that the books 
were correct. 

The company urged that the requested 
increase in revenues was necessary in or- 
der to enable it to obtain substantial 
amounts of capital for needed plant im- 
provements. It asked for no specific rate 
of return but contended that earnings 
should cover interest and fixed dividends 
at least twice. The company cited in- 
creased costs and taxes in recent years and 
showed construction expenditures of $31 
million since 1955, with estimated addi- 
tional expenditures of $54 million by 
1962. A dial conversion program is still 
in progress, and heavy demand for service 
will require large expansions of plant. 

Opposing witnesses contended that the 
increase should be denied, pointing out 
that the company’s stock has advanced in 
value and that in any event no increase 
should be granted until service is im- 
proved. 

The commission sharply reduced the 
claim for working capital. A large part of 
this item was for contingencies. Noting 
that the company could point to no specific 
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contingency during the current or preced- 
ing year, only a small part of the claim 
was allowed. Due allowance was made for 
funds collected for taxes prior to their ac- 
tual payment by the company. 


Attrition Recognized 


While no accurate rate of return could 
be determined because of the unproved fig- 
ures which went into the rate base, never- 
theless, on the basis of the company’s fig- 
ures, with corrections and adjustments, 
the rate of return under the proposed rates 


& 


Interim Order and Escalator 


i dng Wisconsin commission authorized 
a gas company to increase rates 
which would produce a return of 6.6 per 
cent on an average net book value rate 
base. An interim order was issued because 
there were many uncertainties involved. 
The company was at present obtaining a 
substantial portion of its supply from a 
temporary supplier, and the increased cost 
of doing so would prevail during the test 
year, but might be higher or lower there- 
after. 

There was also pending before the Fed- 


= 


would be approximately 6.2 per cent for 
the remainder of 1958, which the commis- 
sion indicated was not excessive. More- 
over, considering the company’s continu- 
ing heavy outlays for improvements, an 
attrition factor of one-half of one per cent 
per year was found applicable to this com- 
pany. This would tend appreciably to re- 
duce the rate of return for the future, 
though some savings in operating ex- 
penses would be experienced as a result of 
plant improvements. Re Rochester Teleph. 
Corp. Case 18837, July 29, 1958. 


Clause Deemed Advisable 


eral Power Commission a_ proceeding 
brought by the regular supplier to estab- 
lish firm prices, which, if approved, would 
involve refunds. The commission also 
approved an escalator clause based on the 
cost of gas which would permit the higher 
temporary cost to be reflected in rates, but 
would also automatically adjust the rates 
downward when the cost of gas was re- 
duced, either because of a lower rate or a 
refund from the pipeline. Re Wisconsin 
Southern Gas Co., Inc. 2-U-4941, June 24, 
1958. 


Exempt Commodities Statute Construed 


; vw Florida supreme court construed 
a confusing statute exempting from 
commission regulation “motor vehicles 
while engaged exclusively in transporting 
goods, wares, merchandise, horticultural, 


agricultural, or logs, lumber . . . fish . 

and dairy products.” In a certificate pro- 
ceeding the commission had determined 
that sand, phosphatic sand, dolomite, clay, 
and crushed rock were exempt commodi- 
ties. The court decided that the statute 
should be read as though the words “hor- 
ticultural’” and ‘agricultural’? preceded 


“goods, wares, and merchandise.” It held 
that only dolomite came within the mean- 
ing of the exemptive provision. The court 
added that a vehicle used to transport an 
occasional load of dolomite would not 
have to remain idle when not actually put 
to such use. It agreed with the commis- 
sion, however, that when a vehicle is em- 
ployed in carrying dolomite, the load must 
consist entirely of dolomite or dolomite 
and other exempt materials. Atlantic 
Coast Line R. Co. v. Boyd et al. 102 So2d 
709. 
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Other Recent Rulings 


Showing of Compensatory Revenues. 
The United States district court upheld 
an Interstate Commerce Commission 
order canceling rates published by freight 
lines for the movement of facing and 
flooring tile between certain points where 
there had been no sufficient showing that 
the rates would produce compensatory 
revenues. Malone Freight Lines, Inc. v. 


United States et al. 159 F Supp 952. 


Rate Equalization. The Virginia com- 
mission authorized railroads to increase 
intrastate rates to accord with increases 
granted by the Interstate Commerce Com- 
mission. Re Atlantic & D. R. Co. Case 
No. 13505, May 5, 1958. 


Proportion of Debt Ratio. The Con- 
necticut commission authorized a water 
company to issue mortgage bonds which 
would increase the debt ratio to slightly 
over 56 per cent but placed the company 
on notice that unless an extreme emer- 
gency beyond its control arose, it was 
expected to reduce its debt ratio through 
the medium of equity issue on the next 
occasion it engaged in permanent financ- 
ing so as to adhere to the commission’s 
policy of requiring utilities under its jur- 
isdiction to maintain a debt ratio below 
50 per cent. Re Connecticut Water Co. 
Docket No. 9653, May 12, 1958. 


Preferred Stock Issue. The District of 
Columbia commission authorized Wash- 
ington Gas Light Company to sell 60,000 
shares of serial preferred stock at a price 
of $100 per share to a group of investment 
banking firms, subject to conditions limit- 
ing the rate of dividend to $5.50 per share 
and the underwriters’ commissions to 
$2.25 per share. Re Washington Gas 


ee ee 


Light Co. PUC No. 3606, Formal Case 
No. 461, Order No. 4470, July 11, 1958. 


Security Issues. The New York com- 
mission authorized New York Telephone 
Company to issue new common stock and 
bonds in the approximate proportion of 
the company’s capitalization ratio of two- 
thirds equity and one-third debt, in order 
to provide funds to reimburse the treasury 
and pay for construction and improve- 
ments, noting that such capitalization 
would not be binding in any future rate 
proceeding. Re New York Teleph. Co. 
Case 18864, June 26, 1958. 


Telephone Company Return. The Ohio 
commission considered a return of 6.05 
per cent on a telephone company’s repro- 
duction cost less depreciation rate base 
reasonable. Re Northern Ohio Teleph. 
Co. No. 26,681, May 21, 1958. 


Extension of Authority. In granting an 
extension of motor carrier authority, the 
New York commission observed that 
while interchange arrangements are to be 
preferred to endless extensions of author- 
ity, the preference does not apply if it 
produces an onerous or uneconomical re- 
sult. Re Balio et al. (B. and R. Trucking 
Co.) Case MT-1443, June 16, 1958. 


Telephone Plant Purchased. Illinois 
Bell Telephone Company obtained au- 
thority from the Illinois commission to 
purchase the obsolescent properties of 
Farmington Telephone Company operat- 
ing in three counties, upon evidence that 
the purchase price was fair and that IIli- 
nois Bell would convert the properties to 
dial operation. Re Farmington Teleph. 
Co. et al. No. 44902, June 17, 1958. 





AUGUST 28, 1958 





y Hood nut and internal connector 
vented for voidless compounding 


2 Positioning guide assures proper 
permanent tightening 


3 Controlled-stress retainer assures 
long gasket life, tight seal 


4 | Keyed connector permits tighten- 
ing cap nut with single wrench 


B Best wet-process shock-resistant 
porcelain bushings 


G Completely enclosed and trapped 
neoprene ‘O’’-ring gaskets can’t flow 


Wide range of sizes and entrance fittings, with cor- 
rugated or petticoat-type bushings, meets most out- 
door and indoor cable-sealing applications. Available 
with either three conductors (above) or single con- 
ductor (below). 


Delta-Star Permanently-Sealed Terminators 
keep air and moisture out for good 





'to 15,000 volts. Delta-Star SEAL-KAP Ter- indoor service. Lightweight cast-aluminum bodies 
hators reduce servicing problems. The special help make SEAL-KAP terminators easy to handle, 
prene “O”’-ring sealing design of this line of contribute to their economy of installation. 


le terminators results in a permanently air-tight 
Mois ture-proof installation. Original cost, in 
lion to installation and maintenance costs, 
DW. 

L-KAP terminators are made in single- and 
fe-conductor styles for both outdoor and 


GET COMPLETE INFORMATION in this new 
SEAL-KAP Terminator catalog. Write today to 
Dept. 46C, DELTA-STAR ELECTRIC DIVISION, 
H. K. PORTER COMPANY, INC., 2437 Fulton 
Street, Chicago 12, Illinois. District offices in 
principal cities. 


H.K. PORTER COMPANY, INC. 


DELTA -STAR ELECTRIC DIVISION 


Connors Steel, Delta-Star Electric, Disston, Forge & Fittings, Leschen Wire Rope, Quaker Rubber, 
Refractories, Riverside-Alloy Metal, Vulcan-Kidd Steel, H. K. Porter Company (Canada) Ltd- 
















Industrial Progress 


Gas Industry Construction Plans 
Exceed 1957 Figure 


NATURAL gas industry construc- 
tion projects currently pending I*ed- 
eral Power Commission approval 
total more than $1,500,000,000, com- 
pared with $1,200,000,000 at this 
time last year, according to the Gas 
Appliance Manufacturers Assn. 

Applications for projects valued at 
$1,334,184,000 were before the com- 
mission as of January 1, 1958, and 
additional applications amounting to 
$330,496,000 have been filed of 
April 30, a study by the GAMA 
showed. 

The annual construction report lists 
149 cities with populations of more 
than 50,000 that are scheduled to re- 
ceive new or additional supplies of 
natural gas as a result of the indus- 
trv’s 1958 expansion plans. 

Construction applications on file as 
of the first of this year involve 12,121 
miles of interstate pipeline, the asso- 
ciation’s study said, 

It was pointed out that the con- 
struction data covered only interstate 
transmission of natural gas. 


as 


Pioneer Natural Gas Announces 
$4,500,000 Expansion of 
Transmission Facilities 

PIONEER Natural Gas Company 
has announced plans for the con- 
struction of 62 miles of high-pres- 
sure 10-inch natural gas transmission 
line, 20 miles of smaller-size gather- 
ing lines and a 4,000 h.p. compressor 
station at a total cost of $4,500,000. 
Construction will begin immediately 
said C. I, Wall, Pioneer’s president. 

This line will be constructed from 
near Pampa in Gray County, Tex., 
to connect with the company’s main 
transmission system near Canyon in 
Randall County, Tex. 

Mr. Wall, in outlining the project, 
said: “The new line will add more 





than 25 million cubic feet-per-day of 
new gas supply to the present trans- 
mission system and will also connect 
the cities of Pampa and Panhandle, 
Tex. to Pioneer’s main transmission 
system. In addition to Pampa and 
Panhandle, the new line will add to 
the supply of natural gas for Ama- 
rillo and the entire West Texas area 


_served by Pioneer. 


“While the immediate project pro- 
vides an additional 25 million cubic 
feet-per-day, the company’s long- 
range planning anticipates increasing 
the capacity of this particular project 
to more than 50 million cubic feet- 
per-day and the ultimate construc- 
tion of a processing plant.” 


G-E Supplying Equipment for 
Acapulco Station 


NEARLY $3.5) million worth of 
General Electric power generation 
and distribution equipment is going 
into the new electric power station 
in the Acapulco, Mexico, vacation 
area. 

The new station is part of the pro- 
gram of the Mexican Federal Elec- 
tricity Commission to help alleviate 
the critical power shortage in that 
world-renowned play spot. When 
presently scheduled equipment is in- 
stalled by 1959 the Acapulco station 
will have a capacity of 18,750 kilo- 
watts. 

The Federal Electricity Commis- 
sion is currently expanding its facili- 
ties from the present 900,000 kilo- 
watt capacity. The newest program 
calls for adding 413.600 kilowatts 
and the commission has active proj- 
ects under way that will further 
increase capacity by approximately 
355,000 kilowatts. 

Nacional Tinanciera, S.A... an 
agency of the Government of Mexico 
is assisting the commission in fi- 
nancing its additional installations, 

A recent survey showed that al- 
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C.&P. Tel. Plans $841,000 
Expenditure in D. of C. 


H. HOLMES VOGEL, vice pr 
dent in charge of The Chesape 
and Potomac Telephone Compa 
has announced that the Compar 
Board of Directors at their reg 
monthly meeting on July 31st, 
proved the expenditure of $841. 
for plant additions and improvem 
in the District of Columbia. 
The major portion of this ap} 
priation, Mr. Vogel said, will bet 
for additional central office facil 
in the Downtown center. [’rovi 
also is made for the installation 
additional outside cable in the 
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Federal Pacific Announces Nj hey cor 
Outdoor Housings for fiwers be 
Metal-Clad Switchgear hd comm; 
NEW outdoor housings— featutffriptio,, $ 
improved weatherproofing «nd sty 
by Raymond Loewy Associ:tes— 
been developed by IT eder:i me 
Electric Company for use with —_— 
firm’s line of : and 15 KV setal- PUBL 
switchgear, St 
Designed primarily for elec 
utility and industrial ietal- 
switchgear applications, the hous! 
can also be supplied for low voll 








metal-enclosed switchgear, igh \ 
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contactor type motor starter as- 
ies, ind metal-clad disconnect 
interriipter switch units. The new 
available in either 





ings are 
dard outdoor type or “walk-in 


er” type design. 
joubk -protection” weatherproof- 
ijor feature. A secure and 
estructable gasketing is ob- 
equipping the housings’ 
tancd rear doors with labyrinth 
as well as neoprene gaskets. 
increased protection against the 
ents, ueoprene gaskets and metal 
ng strips are also used between 
in the housings’ sloping roofs. 
sealing strips are attached secure- 
ith screw-type fasteners from in- 
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M Bthe housing. 
“ (0 (i ntilation is provided by louvers 
{\ Che front and rear doors, backed by 
() UN ble filters that prevent the entry 
and Frater, dust. and other foreign 
_fRrials. Both the front and rear of 
® bil housing unit are equipped with 


M Eng elements rated at 250 watts to 
‘ed ouff-. freedom from condensation. 

STOWE: greater flexibility, the end units 

i. ll housings are removable and 

been arranged for easy addition 

1, 000Biture units. Trim pieces and trim 


INDUSTRIAL PROGRESS—( Continued) 


clamps between each section can also 
be readily removed. 

l‘ederal Pacific Electric Company 
has its headquarters at 50 Paris St., 
Newark 1, N. J. 


Southern Natural to Build 375 
Miles of New Lines at Cost of 
$105 Million 
THE Federal Power Commission 
recently authorized Southern Natural 
Gas Company to construct 375 miles 
of pipelines in Louisiana, Mississippi, 

Alabama and Georgia. 

C. R, Rather, Southern Natural 
president, said the construction is a 
part of the company’s overall expan- 
sion program which will cost about 
$105,000,000 and will increase the 
capacity of the system from about one 
billion cubic feet per day to 1,350,000,- 
000 cubic feet per day. 

He said work will start immediately 
to provide gas supplies necessary to 
meet the contracted requirements of 
Southern’s customers for the coming 
Winter. 

Icarlier this year the company re- 
ceived authority to install 127 miles of 
pipe along its main supply line be- 
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P.U.R. QUESTION SHEETS 


With the least possible expenditure of time, effort 
d money, utility executives, lawyers, accountants, 
gineers and others interested in any phase of pub- 
utility regulation can keep well informed through 


brief, four-page leaflets issued every two 


They consist of 10 questions and 10 authoritative 
swers based on current decisions revealing court 


d commission views pro and con. Annual sub- 
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tween Toca, La., and Gwinville, and 
to construct an additional 195 miles of 
gas supply lines in South Louisiana. 

Construction of these lines is now 
underway. 

Mr. Rather pointed out the entire 
expansion program calls for the in- 
stallation of about 1200 miles of pipe 
to gather gas from some 35 new fields 
located in South Louisiana and in the 
Gulf of Mexico. 


Kaiser Booklet on Aluminum 
Service Entrance Cable 


A NEW Kaiser Aluminum booklet 
has just been published giving availa- 
bilities, technical data, material econo- 
mies and advantages of alumimum 
service entrance cable. 

A useful full page chart furnishes 
pertinent cable construction details, 
dimensions, weights, and current 
carrying capacities of Kaiser Alumi- 
num’s service entrance cable, Style U. 
Other pages discuss typical farm, 
home and industrial applications, and 
list the aluminum SE-U accessories 
now available. 

Copies of the booklet “Service 

(Continued on page 22) 


CK YOUR SAFETY CANS 
for safety’s sake 






QUANTITY e CONDITION ¢ PROPER USE 


5 gal. of gas. explode with the same 
force as 415 pounds of dynamite! 





TODAY’S GREATER USE OF SOLVENTS 
HAS INCREASED YOUR NEED FOR: 


SAFETY CANS: Rugged, super-strong for 
greater safety, longer life in handling 
flammable liquids. 7 sizes: 1 pt. to 5 gal. 


OILY WASTE CANS: Prevent spontaneous 
combustion fires. Designed for max. air 


circulation. 5 sizes: 6 gal. to 40 gal. 


) BENCH CANS: New design! Portable 


parts basket speeds handling small 
parts, keeps hands dry. Use as !4-gal. 
or gallon unit. 


PLUNGER CANS: Dispense flammable 
liquids safely! Adjust to control amount 
used. Cleans easily. 3 sizes: Qt., 14-gal.. 
or gallon. 


Your Dependable Local 
Industrial Distributor has: 















digs them all, big or small, 
services...extensions...mains 


This Cleveland “95” is cutting clean, wide trench in 
loose dirt and gravel for a new gas main in western 
Michigan. You can see how easily its discharge conveyor 
is handling the big volume of spoil from the spudded 
trench and placing it precisely where wanted for quick 
and easy backfilling. 

The “95” works just as efficiently on small extensions 
and service lines, too. Highly maneuverable and compact 
(only 4’914” across the crawlers) for digging in crowded 
quarters, its shiftable, reversible conveyor lets it dig 
right by poles, trees, hydrants, etc. 

This usability plus proven reliability over a long life 
makes your distribution budget dollars go farther with 
a Cleveland. 


the CLEVELAND TRENCHER Co. 


20100 ST. CLAIR AVE. «© CLEVELAND 17, OHIO 
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entrance Cable” may be obtained 
from Kaiser Aluminum & Che; 
Sales, Inc., Dept. NR-13, 919 \ 
Michigan Ave., Chicago 11, Il, 


$105,000,000 Program Plan 

By Arizona Public Servic, 
ARIZONA Public Service Cony 
expects that its expansion »rod 
through 1960 will cost in the n-ig 
hood of $105 million. Broke. d 
this figure represents expend turg 
approximately $27,100,000 it: the 
three quarters of 1958, $40,81:0,0 
1959, and $37,100,000 in 196), 







































El Paso Natural Gas Plan 

400-mile Pipeline 
PRELIMINARY plans for a 
mile pipeline for natural gas fr 
point near Salt Lake City to 
California border were anno 
recently by the FE] Paso Natural 
Company. 

Details of the course of the 
were not announced by Pau! Ka 
Houston, Texas, president. How 
the 34-inch line will connect wi 
section of the Colorado Interstate 
Co. pipeline somewhere between | 
Salt Lake and Utah Lake. The | 
link will stretch 140 miles fromay 
near Rock Springs, Wyo. 

Mr. Kayser said the full line w ) 
provide 400 million cubic feet 0 
per day for expanding Calif i 
markets, Contracts already have 
negotiated for purchase of about 
million cubic feet a day from 
Colorado interstate firm and an 
206 million from the Pacific Ng This 














































west Pipeline Corp. of N 
The Pacific Northwest gas W 
come through a line of the West F 


Transmission Co. The planne 
Paso line, capable of carrying 1 
than 700 million cubic feet of ge whic 
day, would reach California pi utili 
southwest of Las Vegas, Nev. It ovat 
carry 150 million cubic feet of | 
day from Canadian lines of the A 
Coast firm. | 
Mr. Kayser said the line 4 
change in the Twin Fal's pr Lister 


announced earlier. 
Contracts have also been :egotl! A 
for sale of the gas in Ca forni ial 
Southern California Gas Co. — 
Southern Counties Gas C ; 
drop 





Washington Natural Gas sicel 
Expansion Plans 


; L 
WASHINGTON Natural GasQey, 2 
pany will spend an additicnal $/ ye 


000 for new natural gas distribu 
(Continued on page 24) o0it 
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btained 


This machinist is “miking” a disc for one of the largest butterfly valves ever 
built — 192” diameter. Newport News built 3 such valves, each weighing 446,000 
lbs., for the Ross Power Plant, Skagit Project, Department of Light, City of 
Seattle, Washington. Designed for a water flow of 3,620 cu. ft. per sec., and a 
hydrostatic pressure of 290 psi., these valves were shop tested by Newport News 
at 450 psi. They are hydraulically operated with oil at 1,500 psi. pressure. 


} Billa 


rd an 





This disc for a 16-foot butterfly valve reflects two basic advantages 
of Newport News fabrication... 


First, it exemplifies the careful attention Newport News crafts- 
men give to every detail. And secondly, it attests to the quality with 
which Newport News produces in massive equipment for public 
utilities and allied industries...due to Newport News’ high inte- 


ration of skill and production facilities. N E W 4 OR T 
Additional advantages accrue to customers from extensive work 
‘onducted in Newport News’ testing laboratories on problems re- N EWS 


|.ted to water power equipment. 





Shipbuilding and 
Dry Dock Company 


- en operating vast steel fabricating shops, five huge machine shops, Newport News, Virginia 
irop forging and die facilities along with acres of brass, iron and 
sicel foundries. 


reg mt Avail yourself of the engineering talent, along with the special- 
tori’ ised production techniques and the skill of Newport News crafts- 


Let us bid on equipment for your present or future projects. 
If you are not familiar with the way Newport News can help you, 
write for our illustrated booklet entitled “Water Power Equipment” 

.. it’s yours for the asking. 








facilities this year and next “so as to 
keep pace with an unanticipated and 
swiftly developing new-home con- 
struction boom,” Charles M. Sturkey, 
president announced recently. 

More than half of the additional 
funds will be spent this year includ- 
ing about $400,000 to bring natural 
gas to the Federal Way and Midway 
areas between Seattle and Tacoma, 
where $618,000 will be invested before 
the end of 1959. 

This expenditure by the gas com- 
pany is over and above a $3,500,000 
new construction budget previously 
allocated for 1958. 


Gas Incinerator 


To Get Big Push 


THE first all-out major market cam- 
paign to sell the new smokeless-odor- 
less gas incinerator will be launched 
in Chicago on September 11th and will 
be carried on through October with 
manufacturers, gas utility companies 
and dealers cooperating. 

The program was announced by 
William Hebert, chairman of the Gas 
Incinerator Division of the Gas Ap- 
pliance Manufacturers Association. 

The entire Chicagoland market—in- 
cluding parts of Indiana and Wiscon- 
sin—will be covered in an intensive 
sales drive. Four utility companies are 
already laying plans for their partici- 
pation. They are The Peoples Gas 
Light & Coke Co., Chicago, Northern 
Illinois Gas Co., Aurora, North Shore 
Gas Co., Waukegan, and Northern 
Indiana Public Service Co., Ham- 
mond. Thirty-two other utilities serv- 
ing the area are being invited to join 
in the campaign. 

Peoples Gas will spend $50,000 in 
advertising smokeless-odorless incin- 
erators in newspapers and other me- 
dia, and will circularize some 237,- 
000 central heating customers. Peoples 
will also provide display materials to 
354 dealers and will put 90 salesmen, 
ten supervisors and ten dealer contact 








CONSULTING ENGINEER 


MUST HAVE TRAINING AND EXPERIENCE IN 
STEAM POWER PLANT AND ELECTRIC UTIL- 
ITY SYSTEM PLANNING AND OPERATIONS. 
EXCELLENT OPPORTUNITY FOR MAN WITH 
ADMINISTRATIVE ABILITY. SMALL PHOTO- 
GRAPH DESIRABLE. ALL REPLIES CONFI- 
DENTIAL. 


ADDRESS BOX 828, 
PUBLIC UTILITIES FORTNIGHTLY, 


332 PENNSYLVANIA BUILDING, 
WASHINGTON 4, D. C. 











INDUSTRIAL PROGRESS—( Continued) 


men on the job in the intensive drive. 

Northern Illinois plans radio and 
television support for the campaign 
and will have 15 dealer contact men 
working with 500 dealers. North 
Shore and Northern Indiana have 
similar plans. 

The nine participating manufac- 
turers—all members of the Gas Incin- 
erator Bureau of GAMA—will have 
30 sales representatives working with 
utilities, distributors and dealers. They 
plan expenditures of $60,000 for ad- 
vertising, promotion and display mate- 
rials. 

The campaign will start with a dra- 
matic demonstration—burning loads 
of garbage and trash in the ballroom 
of Chicago’s Blackstone Hotel to per- 
mit civic officials to see and sniff for 
themselves to prove the efficiency of 
the incinerator in disposing of gar- 
bage and trash without smoke or odor. 

Participating manufacturers are 
Bastian-Morley Co., Inc., LaPorte, 
Indiana; Bowser, Inc., Incineration 
Div., Chicago, Illinois; Calcinator 
Corp., Bay City, Michigan, Caloric 
Appliance Corp., Topton, Pa.; Locke 
Stove Co., Kansas City, Missouri; 
The Majestic Co., Huntington, Indi- 
ana; Martin Stamping & Stove Co., 
Huntsville, Alabama; Queen Prod- 
ucts, Inc., Albert Lea, Minnesota ; 
Waste King Corp., Los Angeles, Cal. 


Minnesota Pwr. & Lt. Wins 
National Safety Merit Award 


MINNESOTA Power & Light Co. 
has won the National Safety Council’s 
Merit Award for its excellent safety 
record, it was announced recently by 
Ned H. Dearborn, council president. 

MP&L Co. qualified for the award 
because of its injury-free period of 
one million man-hours from January 
1 to June 18 this year. It is the com- 
pany’s first such award from NSC. 

The Award plaque was presented 
to Axel H. Herbert, MP&L Co. vice 
president and general manager, by 
Duluth mayor Eugene R. Lambert, 
acting in behalf of the National Safety 
Council. 


Gas Industry Sales Run Ahead 
Of Nation's Industrial Pace 


IN marked contrast to the nation’s 
slackened industrial production pace, 
the gas utility and pipeline industry 
chalked up a substantial gain in indus- 
trial sales during May, the American 
Gas Association reports. 

Industrial production in May, as 
measured by the Federal Reserve 





PUBLIC UTILITIES FORTNIGHTLY—AUSUST # 








Board, index, was down 11.8 per 
compared with May 1957. Indy 
gas sales, however, climbed 43 
cent to 3,404 million therms ag 
3,264 million therms for the 
month a year ago. 

Total gas sales to ultimate 
sumers added up to 5,823 m 
therms in May, a gain of 1.5 pe 
on a year-to-year basis, wit! na 
gas accounting for more than 9 
cent—5,653 million therms. 

For the year ending last Ma 
total sales were 79,256 million th 
for an increase of 6.8 per cent 
the 74,190 million therms sold i 
previous 12-month period. ) 

















Commonwealth Edison Plan 
Promote Electric Home He: 
COMMONWEALTH Edison 
pany announced recently that it 
an active campaign for the prom 
of electrically heated homes anda 
ments in Chicago and northern 
nois. 

The announcement was made ; 
utility put into effect a new low 
for residential customers who i 
permanent electric space heatin 
cilities. 

Willis Gale, Edison chairmat 
announcing the program. said 
electric home heating already ha 
gun to take hold in the Chicago 
It is expected that approximatel) 
houses and apartments in the 
pany’s service area next winter W 
using electricity exclusively for 
ing. Many more are in the plat 
stage. 


C & D Batteries Issues N 
Bulletin on 25-Year Lif 
Communication Batterie 

C & D Batteries, Inc. of Cot 
hocken, Pennsylvania, have relea 
new 14-page bulletin, T-532. It 
ers the use, design and constru 
of the firm’s premium _ line 
PlastiCal® lead-calcium grid co! 
nication batteries. PlastiC«! batt 
have a life-expectancy of 25 yea 





telephone, carrier, and :nicro 
service. 

The bulletin includes complet 
data on the entire line from 9 


1680 ampere hour ratings, curv¢ 
discharge characteristics, ‘ack 
accessory details, and a complete 
ing of the company’s sales and se 
offices. 

The new bulletin is free and 
be obtained by writing the advert 
department, C & D Batteries, 
Conshohocken, Pennsylvania. 
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“|  Mifelines of the nation / 
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e plat Playing a dynamic role inthe economy _— Toassist in the many financial complexi- 

of our nation, the investor-owned Utility ties accompanying this growth, Irving 

es Industry continues to expand its life’ specialists are ready with new and sound 

then lines of service. Not only meeting the approaches. Our Analytical Studies, 
. Col needs of today’s consumers, but prepar- Seminars, and Round Tables, may bring 
relea ing also for an atomic age, Utilities are added vitality to your capital planning, 

32. | ast ; : , nhl 
aan faced with enormous capital expansion _ financing, or cultivation of the financial 

line requirements. community. 

d col 

| batt : : : ae 

5 or For more information, call Public Utilities Department at DIgby 4-3500 


nicro or write us at One Wall Street 


nplete 


a IRVING TRUST COMPANY 


ack 
One Wall Street, New York 15, N.Y. 


iplete 
Capital Funds over $130,000,000 Total Assets over $1,600,000,000 
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Ricuarp H. West, Chairman of the Board Georce A. Murpny, President 








Public Utilities Department—Joun F. Cuitps, Vice President in Charge 







MEMBER PEDERAL DEPOSIT INSURANCE CORPORATION 











lf your problem concerns i T f L a T Y R AT E & 7 


you will want these two companion volumes 


Preparing 
for the 
Utility 

Rate Case 


by Francis X. Welch, 

B. Lit., UL: B., 21. M. 
320 pages 
Price $10 


MONG the values of this compilation of experiences 

taken from the records of actual rate cases, are the 

reviews of methods and procedures, which have been 
found helpful in — 


> simplifying and speeding up rate 
case groundwork 
saving time and expense of participants 
cutting down “lag losses” 

increasing the confidence of investors 


all of which are in the public interest. 


The volume does not offer a program of standardized 
procedures for rate case preparation, but reviews the 
plain and practical methods that have been used. 


The chapter headings indicate the coverage: 


The Birth of the Utility Rate Case 
Public Relations and the Rate Case 
The Birth of Utility Company Rate Opposition 
The Nature of the Utility Rate Proceeding 
Events Leading Up to the Rate Case 
Selection and Function of the Attorney 
The Grand Strategy of the Rate Case 
The Mechanics of Rate Case Preparation 
Proof of the Rate Base 
The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 
Completing the Rate Base; Working Capital 
Operating Expenses 
Operating Expenses, Continued— 
Annual Depreciation 
The Rate of Return 
Rate Adjustments—Allocations 





Conduct 
of the 
Utility 

Rate Case 


by Francis X. Welch, 

B. Litt., LL. B., LL. M. 
400 page: 
Price $12.50 


HIS companion volume deals with those procedural 
matters which come after the preparatory stages of 
the rate case. It presents for the first time the practical 


problems of conducting the case 


> filing the application 
> introducing the evidence 


> examining the witnesses, etc. 


In fact, it explains the time-saving and effective ways of 
making the step-by-step progress toward the rate decision, 
including information concerning the requirements for 
appeal and review. 


Here are the chapter headings: 


Assisting In the Rate Case Preparation 
The Formal Approach to the Rate Case 
The Attorney-Client Relationship 
Preparing The Petition or Application 
Preparing the Testimony 
Parties—Rate Complaints—Rate Investigations 
Negotiations Before Hearing— 
Prehearing Proceedings 
Setting and Opening The Hearing 
Examination In Chief 
Cross-Examination and Rebuttal 
Evidence in a Rate Case 
The Case for Complainants or Rate 
Increase Protestants 
The Expert Witness 
Motions, Interlocutory Procedures, Arguments, 
Briefs and Decisions 
Appeal and Review 


Never before has anyone attempted to bring together, in relatively small compass, a comparal'le 


exposition and guide. 


PUBLIC UTILITIES REPORTS, INC., Publishers 
NEW BOOK DEPARTMENT 


SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 
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serves a very special 
part of America 


bY PRES MOE EAE I. 


more 2e families use 

4tural gas 

qousehold than in i 
Parable I 

the country, ae 


roughout its service territory—in Ohio, THE COLUMB 
SYSTEM, INC. 


PONS | lvania, West Virginia, Kentucky, fe COLUMBIA GAS SYSTEM SERVICE CORPORATION 
& COLUMBIA HYDROCARBON CORPORATION 


120 EAST 41st STREET, NEW YORK 17, N.Y. 


rginia, Maryland and southern New 
CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 
AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 


bk -- natural gas continues to be the 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 


eferi ed fuel for home and industry. PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 














Analysts Journal 


rs 





Twofold Benefits From The 





Its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 





To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 





PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 











THE ANALYSTS JOURNAL 
444 Madison Avenue, Room 2004 
New York 22, N. Y. 


Gentlemen: 


| Please enter my subscription for one year at the subscription rate 
of S5.00—United States; $5.50—Canada. 


0 Please send me your advertising brochure. 
Name : Paes RL ae ES strata rears CI pe etatG us eases sree Oe 


Address NEMS NCTA me ISS rE ates RON REIS RE EAN RUNS 


— 


UGUST 28 



































PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 
me AMERICAN APPRAISAL company 2 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 














CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 


37 Wall Street 437 Shoreham Bldg. 
New York 5, N. Y. Washington 5, D. C. 
Rate Cases Management and Market Studies Rate of Return Analysis 


Cost of Service Determination Economic and Financial Reports 











DAY & ZIMMERMANN, INC. 
ENGINEERS & CONSTRUCTORS 
NEW YORK PHIIADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 








f % Standby 
A © * Augmentation 
¥* 100% Town Supply 


Design ¢ Engineering ¢ Construction 





1D) 0.62 & TOWNSEN D 11 WEST 42ND STREET WEW YORK 36,N. Y. 


‘a € O° 8 © o 











f Jord, Bacon & Davis 


NEW YORK @ CHICAGO e@ LOS ANGELES 


i) 
D& VALUATION En inecrs CONSTRUCTION 
REPORTS Gg RATE CASES 








(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY 


(continued) 





FOSTER ASSOCIATES 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses © Rate Design 
Natural Gas Field Price Problems @ Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA 








GIBBS « HILL, inc. 
Consulting Engineers 
DESIGNERS ® CONSTRUCTORS 
Los Angeles NEW YORK Tampa 











ENGINEERS © CONSULTANTS © CONSTRUCTORS 


525 LANCASTER AVE. 
READING, PA. 


@ WASHINGTON © PHILADELPHIA © NEW YORK 


G GILBERT ASSOCIATES, INC. 








FOUNDED 1906 . 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 








Harza Engineering Company 
Consulting Engineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION ol FLOOD CONTROL — 
IRRIGATON — RIVER BASIN DEVELOPMEN 


400 West Madison Street tines 6, Illinois 








GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 








HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE e COLUMBUS, OHIO 














Mention the FortNIGHTLY—/t identifies your inquiry 
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INTERNATIONAL ENGINEERING COMPANY, INC. 


Design and Consulting Engmeers 


Dams—Power Plants—Transmission Lines—Railroads—Highways 
Investigations—Reports—Plans and Specifications 
Cost Estimates—Supervision of Construction 


74 New Montgomery Street San Francisco 5, California 














JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS—REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 








Tne Rau Lyi an lopoualion 


ENGINEERS ° CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 











William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND REGULATORY 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR nemmesian 
WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management”’ 
DARIEN, CONNECTICUT 














Pioneer Serviee & Engineering Co. 


T SPECIALISTS IN 
fi ACCOUNTING, FINANCING, RATES, 
: INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 






CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


231 SOUTH LA SALLE STREET 














SANDERSON & PORTER 


CONSTRUCTION e REPORTS & 
SURVEYS 
NEW YORK NEW YORK 
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Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 











“gs. STANDARD RESEARCH CONSULTANTS, INC. 


as. Rate of Return ° Valuations °* Capital Costs 
J Customer Surveys °* Depreciation Studies 
Regional Economic Studies °* Property Records 
345 Hudson St. Watkins 4-6400 New York 14, N. Y. 














STONE «& WEBSTER 


] PE OD OG Dp Op .S Ou CR OL ODS OR O.w te Gea! 


Design e« Construction e« Reports e« Appraisals 
Examinations e Consulting Engineering 


NEW YORK BOSTON CHICAGO PITTSBURGH HOUSTON 
SAN FRANCISCO LOS ANGELES SEATTLE TORONTO 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 











Whitman, Requardt and Associates 


Publishers of the 35-year-old 


DESIGN—SUPERVISION HANDY-WHITMAN INDEX 
REPORTS—VALUATIONS eueaiaee ae Gai 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


Abram$’Aerial Survey 
Cm poration 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 




















Engineering work. 910 Electric Building Indianapolis, Ind. 
Abrams Bldg. Lansing, Mich. 
BURNS & McDONNELL ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


Engineers - Architects - Consultants 


KANSAS CITY, MO. CONSOLIDATED 


P. O. Box 7088 GAS AND SERVICE CO. 
Phone: DElmar 3-4375 327 So. LaSalle St., Chicago 4, Hil. 
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ENGINEERS 


investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


HARRISBURG, PENNSYLVANIA 





GANNETT FLEMING CORDDRY AND CARPENTER, INC. 





MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 














FRANCIS S. HABERLY 


Valuation—Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 

















JACKSON & MORELAND, INC. 


Engineers and Consultants 


Design and Supervision of Construction 


Reports — Examinations — Appraisals 
Machine Design — Technical Publications 
Boston New York 





A. S. SCHULMAN ELEctTRIC Co. 


Electrical Contracting Engineers 
founded 1890 
PoweER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE., CHICAGO, ILL. 
Los Angeles Tampa 




















PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical * Structural 
Civil * Nuclear * Architectural 


C 
Reucuo® FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 








The R.W.STAFFORDCO. 


GAS CONSULTANTS — ENGINEERS 

CONSTRUCTORS 
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economy for you... 
convenience for your 
customers and clerks 


tional and attractive, REMINGTON RAND® 
tomer Service Counters with many important 
niece features make ideal and economical 
k stations for any utility office. Clerks and 
iers like the convenience of “one place” com- 
tion cf cashiering and recordkeeping. No trips 
y from the counter are necessary — all working 
sand records are within arm’s reach. That 
Is a saving of time, energy and money! 

esides providing ample desk space, the insulated 
ninsulated pedestals underneath the counter 
mit a completely flexible arrangement for 
ids, cash drawers, adding machines and type- 
ers. Customer History and Service records are 
immediately behind seated clerk, readily avail- 


able at all times. Any clerk has unhampered access 
to all records, easily handling any transaction with 
the customer. 

Customers appreciate the convenience of fast 
service and the continuous ledge which serves as a 
handy parcel shelf. In larger offices two or more 
units may be joined, providing any desired number 
of work stations. Discover the many advantages of 
“face-to-face” service plus 24 hour protection pro- 
vided by Customer Service Counters. Write today 
for booklet SC791, Room 1813, 315 Fourth Avenue, 
New York 10, N. Y. 

Remington. Frand. 


DIVISION OF SPERRY RAND CORPORATION 








3 million faults... 
just to prove 
a point! 


WESTINGHOUSE HIGH POWER LAB 
IS PROVIDED THROUGH 
PLOWBACK 

OF EARNINGS INTO RESEARCH 


In the 33 years of Westinghouse F igh 
Power Lab operation, well over t!:ree 
million deliberate faults have been :re. 
ated to assure our utility custoriers 
that they can be sure when they ouy 
Westinghouse protective equipment. 
We know the devices will interrupt riited 
fault currents. . . not from engineering 
theory alone, but from actual perform. 
ance under fault conditions the equip: 
ment will encounter on your system. 
Westinghouse was the first to see the 
need for this basic proving ground. It 
has been instrumental in developing 
many new devices for utilities that have 
meant greater system stability and 
continuity. The millions of dollars 
plowed back into this facility have 
produced such significant advances as 
De-ion® Grids, DH Breakers, Com- 
pressed Air Breakers and many others. 
With the growing voltages on sys- 
tems today, it is highly impractical to 
test such protective devices as power 
circuit breakers on your own system. 
At the High Power Lab, equipment 
rated up to 25,000 mva can be tested 
at any time, and tests up to 345,000 
amperes torture equipment to provide 
the progress to meet tomorrow's 
system needs. 97239 


you CAN BE SURE...1F ITS 


Westinghouse 





